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APPEARANCES: BRUCE TQPMAN AND 

JAMES CONDREN 

r> ATTORNEYS FOR PLAINTIFF 

UEBSTER t SHEFFIELD 
ONE ROCKEFELLER PLAZA 
NEW YORK, NEU YORK 10020 

'S 1 

martin klotz 
ATTORNEY FOP DEFENDANT 
3 PAUL, UEISS- RIFKIND, UHARTON 

8. GARRISON 
3AS PARK AVENUE 
NEU YORK, NEU YC S K 1015A 


* .* * # # 


\ THE DEPQEITION OF CARL HEGER> UA= TAKEN ON 

! 

I 

| BEHALF OF THE PLAINTIFF, bE'FORE CATHERINE M. PA T EN AND 

! ALICE TANNENBAL'M. NC T ARY PUBLICS FOP THE 5 t ATE OF 

j K ENT UCK v AT LARGE, IN T HE OFFICES OF UOCCUAPD, HCSSCN S. 

| FULTON, 2500 FIRST N A T IO N A L TCUEP , LOUISVILLE, KENTUC" V 

i J 

; ON AUGUST 21- 1986, AT 9:30 A.M. SAID CE a CSITION UAS 

TAKEN PURSUANT TO NOTICE FOR PURPOSES OF^DISCOVERY AND 
AS PROVIDED BY THE FEDERAL PULES OF CIVIL PROCEDURE. 


* # # # # 
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!—i ^ 

* 

IT IS HEREBY STIPULATED AND AGREED , BY 
AND AMONG THE ATTORNEYS FOR THE RESPECTIVE PARTIES 
HEREIN, THAT THE SEALING AND FILING OF THE WITHIN 
DEPOSITION BE WAIVED: THAT SUCH DEPOSITION MAY BE 
SIGNED AND SWORN TO BEFORE ANY OFFICER AUTHORIZED TO 
ADMINISTER AN OATH, WITH THE SAME FORCE AND EFFECT AS 
IF SIGNED AND SWORN TO BEFORE THE OFFICER BEFORE WHOM 
SAID DEPOSITION 15 TAKEN. 

IT IS FURTHER STIPULATED AND AGREED 
THAT ALL OBJECTIONS, EXCE= T AS TO FORM, ARE RESERVED TO 

‘ 

! THE TIME OF TRIAL. ^ 
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1 

I 

BY MR. T0PMAN: 

"- 


0 . 

_ET ; S MARK AS^HEGER "EXH td I^^3^ FQR 


a. IDENTIFICATION A 

DOCUMENT CALLED- ".SUMMARY 19 = 5 TRACING 

u 

PROFIT GENERICS." 

THE PAGES ARE STAMPED 150271. T HE 

5 

other PAGES APE 7 

2 THROUGH 75. 

6 


(WHEREUPON. HEGER DEPOSITION EXHIBIT 

7 

32 WAS MARKED FOP 

I DENT IFI CAT I ON. I 

8 

A . 

•f\ 

OKA Y . 

9 

I 

C . 

CAN v OU IDENTIFY AN"' PAGES IN THE 

10 

E < H I 3 I T ° 


4 4 

A . 

YES . 

1 4- 

r\ 

WHICH ONES. SIR' 1 

I T 

A . 

I CAN IDENTIFY ALL OF THE”. 

1A 

Q 

v OU RECEIVED A COPY OF ALL OF THEM? 

1 c 

j A. 

YES 

• L 

' A 

V4» * 

! 

WERE THE Y ALL PRE = ARED IN YC'jF 

1“ 

! DERARTMEN T '' 

! 


1 8 

A . 

YES . 

19 

1 G . 

WILL YOU TURN TO THE SECOND NUMBERED 

20 

STAMP NUMBER PAGE 

■? 

21 

A. 

YES. W 

— ■? 

G . 

I T SHOWS A date of 10-26-190S : ^ 

■■J 

23 

CORRECT? 

i 


2A 

i 

j A ■ 

j 

YES 

— c 

1 

C . 

THIS DOCUMENT IS A -- INCLUDES AN 


THOMPSON. COULTER, GETTELFINGER S. PATEN 

_ (502) sap-iso- _B 24 2 0 584 
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A 


4 

5 
k 
7 

a 

9 

ID 


ESTIMATE FOP 2935 TRADING PROFIT FOP GENERICS' 

4 . YES. 

I** C. IT SAYS THERE APE ESTIMATE 

SENSITIVITIES AND UNDER THAT LIST FOP ITEMS. 

WHAT DOES THAT MEAN, ESTIMATE 

SENSITIVITIES'? 


Ik 

* 7 

is 
■ 1 9 

20 

21 

22 

23 

24 

25 


A 


CHAT MEANS THAT THOSE LISTED ITEMS 


-Lisrp- crM^ ’ - 1\| T 7 T r - THAT MAY OR MAY NOT HAPPEN T HAT LI I L. 

; ^ltc; thF ■-iii?agm-r.=Tj.MAXC^ 

i 

!j G ’’ AND THE PIPE* ONE IS UiH A - THE'EFFEC" 

ON THE CURRENT E3 T I MATE WOULD EE IF BROUN 2. WILLIAMSON 
DISCONTINUED ITS 5 PERCENT INCREMENTAL REBATE BEGINNING 
JULY 1, 1985" 

A. THAT'S C OPR EC*. 

G. AND THAT WOULD INCREASE THE CURRENT 

ESTIMATE Op 19S5 TRADING FPO r IT If TH.A" OCCURRED ■ 
k 79,ODD 7 

A. THAT 1 S CO c REC". 3 

0. D ID YOU HAVE ANY DISCUSSIONS ABOUT 

T HIS ESTIMATE WHICH IS DATED 2-24-1965? 

MR. KLOTZ* THE WHOLE PAGE OR THE 5 
PERCENT INCREMENTAL REBATE? 

MR. TOPMAN: THE WHOLE PAGE. 

MR. K L 0 T Z : OKA v . 

A . Yre 


THOMRSON) COULTER- GETTELFINGER 8. PATEN 

(502) 582-1627 B 2 4 20585 
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C 

A 


w :th uHOf'' 


MP. BACON AND MP SANDEFUP • 


0 . D O YQjJ PECALL L 'HAT THE SUBSTANCE 0~ 

’HAT CONVERSATION UlAS 7 

NO . 


A . 
Q . 


DO YOU PECALL that DUPING THE 


lONVEPSATT CN UAS DECIDES THAT gg.L ! UOULD N 0 T ENTE- t a; 


the P 0 S 5 I 3 ILITY OF DISCONTINUING ITS 5 FEP CENT 
INCREMENTAL PESA’E AS O ' 7 JULY !, 1 9 ° B ' 


~ NO 


Al 


23 


25 


0. UOLlD YOU LOCK AT the prior page 0 r 

M ' E G E P 32. that IS ALSO A 1935 TRADING PPOFI t ESTIMATE 
FOP GENERIC 3 : IE I T NO"'''' 

A. i ~ ‘ 3 T H F IDENTICAL SAY- = AGF . 

G. E X C E 3 " I" DOES NOT HALE THE 

SENSITIVITY FOP DISCONTINUING T HE = prpr^r INCPFMENTA. 
PEBATE AS 0 f JULY !.■ 1955: IS That C0RREC t ' 

A. I BEG YOUP 3 APDON. v^ij'pr COPPECT. 

C. AND THAT'S WHY I - CAPPIES THE UOPO 

REVISED IN THE UP°EP LEFT-HAND CORNER: IS IT NOT 7 
A. YES. 

Q. DO YOU RECALL NOD HAVING ANY 

DISCUSSIONS UITH EITHER MP. SANDE~UP , MP. BACON OP’ 

anyone else at spoun a. uilliameon about eliminating "-a 

' -i 

AS A POSSIBLE SENSITIVITY, namely* DISCONTINUING T HE ? 

Thompson . coulter , gettelfinsep 8. paten 
( 5D2) SSD-'iC 7 


B2H 2658 b 
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1 

“SRC 

ENT INCRE 

ME 

NT 

AL R E3 A 

TE A= O^- 

JU 

LY 1 , -! 

=? S r- r 


1 









—* 


A . 



NO . 





3 

i 

i 

\ ' 
t 

0 . 



LET ’ S 

MARK AS < 

gg 

1- 

EP EXHT 

fcp 

A 

| I DEN 

T IF ICAT 10 

N 

3 

PAGES. 

THE FIPS 

T 0 

” WH I C H 

IS ENTITLED 

5 

i 

MEMORANDUM fr 

i 

0M 

M 

F. HEGE 

P AND MR 

. FP I GON ; 

COPIES TO MR 

6 

i 

j ALAR 

AND SAND 

EF 

UP 

. ST AMP 

NUMBERS 

159799 TH 

ROUGH BO 1 . 

7 

; 

t s> 



<WHERE 

UPON, HE 

GEP 

DEPOS I 

TION EXHISI* 

3 

; 33 UAS MARKED 

p 

"V 

OP 

I DENT I 

-ICATION 

. ) 



9 


A . 



a j/ ^ y 





10 


n 

yjt ■ 



~ C ANi y o 

J I D E N T I 

P V 

ANY OF 

Al_L OF WH A~ 1 S 

- 1 

BEEN 

MARKED A 

c 

HE 

G ~ t X H 

I E I T 3 3 * 




12 


a , 



vr: , r 

CAN ALL 

OF 

T T 

A • * 


12 


n 



DID to 

i C R A~~ 

the 

COUFF 

f*rwr O r 


F E S R U A R v D^ ■ 19 = 5 TO MF . - ~ I G 0 N ? 


15 


A . 

YE5 . 

1 a 


0 . 

AND those afe your INITIALS; CO^FE:'"' 

1 7 


A . 

YES . 

1 S 


<*\ 

DIO YOU SEND "HiS MEMORANDUM TO M P 

19 

j F R ] G 0 N " 



DQ 


A . 

AS FAR AS I CAN RECALL, "YES . 

21 


G . 

TOGETHER WITH THE ATTACHMENTS THA T APE 

22 

A PART 

OF THE 

EXHIBIT" 

23 


A . 

AS FAR AS I CAN RECALL. YES. " 

2A 


G . 

AND ALSO CORIES WENT TO MR. ALAS AMD 

■ .I 


MF . SANCEFiJF 


"HOMFSQN, COULTER, 5E T *Ew" 1NGER 8. RA”N 
(502) 5 9 2 - 1 a - 

-fr-H- 2 QSY1 
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1 1 


23 

24 


Wv 

<L 


4 

5 

6 

7 


A. YES. 

Q. IF vqu LOOK AT THE "HIRD PAGE OF THE 

^DOCUMENT, THAT IS IN TEEMS 0 = r THE FI GLEES AND THE -- 

LJHAT APPEAE THEEE IS THE SAME AS THE REVISED 1955 

O 

| TRADING PROF IT GENERICS ESTIMATE WHICH APPEARED AS THE 
FIRST PAGE OF THE PRIOR EXHIBIT HEGEE 32 : IS THA T 

A. YES. 

| ? 

C. ANDi THEREFORE' THE 19 e 5 TRADING 

! PROFIT GENERICS ES T I MATE WHICH YOU SENT TO MR. PRISON 
AND MR. ALAR AND MR. SANDEFijE DID NOT CONTA I N IN IT THE 
SENSITIVITY THAT BROWN E. WILLIAMSON UOL’i .0 DISCONTINUE 
ITS 5 PERCENT I N C R E M E N “ A L RE 34 “E BEGINNING JULY 195 = 


DC Y DL P EC A LL 


i N JUNE 


IS E.h INCREASED I t S _IS t RR ICE “OR GENETICS' 


A . 

R E M EMBE R" 

A . 

21 1 THOUSAND. 

1 _^ 

22 Q. 

A . 

BELIEVE THAT 
C . 


' H A r B Y -CL Y j C H; DO v 


I BE ; _ I EVE IT WAS A DOLLAR PER 

c: gare'tes"' 

COLLAR !=ER THOUSAND C I GAPETTES . :> I 

jhat hardened. 

A ND A- THA- “Im e ~.LI_= = C:.WN-t_ 


■HOMRSON, COULTER. GE“TE_=-;\GE = l PA’EN 

^ " -8-24^—20-5^8^ 


. £, / 


http://legacy.library.ucsf.e0iat6iQbkcl^ffiGMiWpfflWv.industrydocuments.ucsf.eclu/docs/mfxlOOO1 
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! 

will:amscn 

INCREASE ITS LIE~ PRICE 

” 0 9 

"5 GENE 



CIGAPETTES" 





t 

n A . 





L 

0 . 

SO THAT ON A LIST 

P .9 I 

CE BASIS 

BROUN 1 

5 

t 

WILLIAMSON 

WAS A DOLLAR LESS THAN L 

I GGE 



! 

6 1 

A . 

YES. 




i 

7 i 

a-': 

AND. THEREFORE. S 

ALES 

REVENUE 

c | j £> = — 

! 

a 

DOLLAR LEBE 

AS WELL; CORRECTS 




c ! 

A , 

r5 " 




[ 

i r 


-MR. KLOTZ-- OBJ EC 

T TO 

THE FQR 

;V* 

4 4 

1 G 

IN HEEEF EXHIBI" 

r*3 s 

SECOND = 

AFAEPA=- 


I" REFERS TO 2 FA "HEP MAJOR B E N E r I T 5 0- GENEF I 0 E UH I 0 ~ 

Ihae not been ol'an" :f :eo'-: 

0 0 ~ - 0 S E r A0T0PE AFFFAF SrC' EN Q:jT AB 
"" '■ BENEFITS IN THE ACCOUNT INS FEE 0 FOE C c 5 = 0U\ l 

U LL I AMBON" 

A . NO. 

C. I £- 0 U v 0 u uihat-'B BEEN = REV’ 0 ! JS:_ v 


MARKED ASrsACON EXH I 3 I" A *R . HEGE =. 

OKAY. 

CAN YOU IDENTIFY BACON EXHIB.' T Al 


A . 
Q . 


MEMO FROM MR. BACON TO MR. SANDEFUP DATED FEBRUARY 25 

| 

| 1955^ ^ 

A . YES . 

0 . DID YOU RECEIVE THE DCCU men" 

! THOMPSON i COULTER. 3 ETTE--F INBE 3 l ca^EN 

(522) 552-1427 


624 20589 
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1 


6 

7 

9 

9 

10 


: 7 


1 4 


1A 


A. YES. 

: G . in it; entirety? 

jv* A. AS FAF AS I CAN PEH:M5;P. VEE. 

I ' " ” 

I 

0. THE DOCUMENT SEPEPS TQ A C0NVER5A T I0r 

W * 

that capl heger had APPARENTLY WITH MR. FRIGON: IE THA' 
CORRECT" 7 

, i 

A". YES. 

G. DO YOU RECALL DISCUSSING HEGER EXHIEI 

33> NAMELY THE MEMO FROM YOU TO MR. PRISON UIth M-. 
FRIGON " 7 

A. I DON'T REMEMBER The SPECIFICS C- THE 

CONVERSATION: BUT I’M SURE I DID DISCUSS IT UITH HIM. 

Q. V 0U DON’T HAVE A RECOLLECTION OF AN v 

OF THE SUSSTANCE THOUGH' 

A , NiO . 

C. DO YOU RECALL WHETHER v OU ■ A-T£R 


SPEAK ING U I 


MP . -RIGON 


I USStD THA' 


:e 

CONYERS 

t> 

o 

WI TH MR. BACON" _•> 


1 9 


A . 

YES . 


2D 


0 . 

WHAT DID YOU SAv TO MP.'BACON IN 

T H A ~ 

21 

CONVERSATI ON 

AND WHAT DID MR. BACON SAY TO YOU 7 


22 


A . 

^1 TOLD MR. BACON THAT MR. FRIGON 


m 

w 

WANTED 

TO INC 

0 

LUDE ON THE SCHEDULES THAT I REVIEWED 

U I TH 

24 

HI_M THE 

, YOU 

KNOW, INVENT0R v CARRvjnG COSTS LIFO RE 

hi 

25 

AND THE 

WILSON PROCESSING BENEFIT OF CUR EN T RY Into 

THE 


THOMPSON, COULTER- GET T ELFINGE= S. Paten 

(S02) 562-1E27 


B 24 20590 
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1 GENERIC MARKS'. 


'HE INDERENDENT RECOLLECTION YOU HAVE 


Vi-IR. HEGER> IS THAT SIMPLY YOU WERE READING FPQ V T H'E 
DOCUMENT BACON EXHIBIT AL — A1 7 

A. I " M READING IT FROM THE DOCUMENT, BL' 

THE EVIDENCE I'M SURE IS EXACTLY UHAT IS CORRECT; THAT 
THAT is lThA t I DISCUSSED WITH MR. BACON BECAUSE THAT'S 

i 

I 

m THE ONLY CHANGE MADE TO THE SCHEDULES. 

! 5 

| 

! C. MY QUESTION WAS: DO YOU HAVE A 


IRECOLLECTION OF EUCH A CONVERSATION WITH MR. BACON 7 


NO, NC. 


Q. DIO YOU DISCUSS YOUR CONVERSATION THA T 

YOU HAD UITH MR. FRISON UITH MR. SANDFF'jP “ 

A . I DON : T REC ALL. 

G . DID YOU HAVE ANY DISC LEE IONS UJTh 

ANYBODY AT BROUN S. UILLIAMSON ABOU T MR. 3AC0N J S MEMO TQ 
j MR. SANDEFUP DATED FEBRUARY 23, 1935, AND PARTICULARLY 

; T HE LAST SEN T ENCE WHICH READS, "WHILE.-£APL IS PLANNING 
ON CALLING ME TOMORROW MORNING TO DISCUSS THE FINAL 
NUMBERS, I THOUGHT YOU MAY WANT TO REFLECT ON THE 1934. 
TRADING PROFIT LOSS IN ADVANCE OF HIS CALL." 

A. WHAT IS YOUR QUESTION 7 

MR. KL0T2: DID YOU DISCUSS THE"'MEMO, 

I 

! IN PARTICULAR THAT SENTENCE OF THE MEMO WITH ANYONF AT 

: 

! BROWN 8. WILLIAMSON. 

■ THOMPSON, COULTER- GETTELRINGER E- PA 7 EN 

! (502) 5B2-16D7 


624 205"5l 


ttp://legacy.library.ucsf.e8iottit!tecra?H0CWp#/.ihd ustrydocuments.ucsf.edu/doGs/mfxl0001 
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is 

19 

20 
21 

23 

24 

25 




3 TOWN. 


C . 

A . 

c. 


P I GH~. 

I DON'T FECAL 


I WAS A= = AFENT_ v OU' 


'UPNING TO THE THIRD PAGE OF THE 


S 

9 


EXHIBIT AI > THERE IS A SCHEDULE THERE WHICH SHOWS 1904 
ACTUAL ? CORREC T-? 

AT ' /c = _ 

Q , < "> W O — 5 ! iCUAS--A^IitAQJ 0 9 1' LOSS 0 - 


15 CENTS PE 3 THOUSAND Cl GAPE 

-■ VER 


A . 


IN THE MEMORANDUM WHICH IS ATTAChED 


r O "HAT, THEPE IS a REFERENCE to A 1984 r R A DIN G PRO-1 - 


LOS: 


" H A T IS A RE-ERENCi 


‘ H - r i u 




THE SCHEDULE OF IS CEN T S PE R r '- i 0L5ANQH_ 

A . YES. 

0. DC YOU RECALL WHETHEj? v OU had an v 

DISCUSSIONS WITH MR. SANDEFUR OR ANYONE A T BROWN 8. 
WILLIAMSON REGARDING THE IB CENTS PER THOUSAND TRADING 
LOSS ACTUAL FOR 19S4H 

A. NO- I DO NOT RECALL ANY CONVERSATIONS. 

C. IN THE 198= ESTIMATED TRADING PROF I” 

'FOR THE YEAR 1935 > DID NON-SPEC I F IC MARKE T 1NG SPEND IN 
SHOWS DIRECT SELLING COS'S OF $752,200 DIRE*'" 


V 


THOMPSON > COULTER, GETTELFINGER 8. PATEN 

(502) 562-162'’ 


624 - 28-552 


Ittp ://legacyJibrary.ucsf.eQia^i^cl^tpaQCWpd<v,industrydocuments,ucsf,ecju/docs/rnfxJ0001 
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1 

A . 

YES . 






2 

Q . 

AND THAT p 

GURE WAS ADDED ' r O "HI£ 

3 

•^SCHEDULE AND DOES 

NOT APPEAR 

ON THE SAME SCHEDULE THA" 

L 

IS PART OF BACON 

EXHIBIT L2, 

WHICH IS YCUP MEMO to MP. 

5 

FPIGON'? 



b 

A . 

CORRECT. 


7 

a-': 

I ‘ M SORP v . 

j miss 3 oke 

g 

$ 

MR. K L 0 T Z : 

^E T1 S JUST CHECK WHICH 

9 

ONES WE ; PE TALLIN 

G ABOUT . 


1 0 

rs 

- r- y A v T V ; 

SSPQKE . I’M SQFP V . I 

- - 

m - 3 5P0KE. KESEF 

33. LET ME 

ASr The CUES''I ON A G a I N 

12 

BECAUSE IT’S A LI 

TT _E CONFUSI 

NG BECAUSE I MISSED "HE 

12 

number 



1 - 

0 . 

IN THE 1955 

ESTIMATED EIGU=E= which: 

15 

ACCOMPANIED the f 

E5RJAPY 25 . 

1955. MEMO "POM MP BACON 

: b 

T 0 MP. SANDE-UP - 

- 


it 


MR. KL0T2 : 

B A C 0 N A 1 ' 

15 


MP, TCP MAN: 

F I G H " . 5 

19 


MR. KLOTZ: 

0 K A v . 

20 

0 . 

THERE IS A 

COST OF DIRECT FOR DIRECT 

21 

SELLING COSTS O r 

$"50 <000. 

y 

22 


M P. KLOTZ: 

YOU’RE LOOKING AT PAGE 

23 

1 70292' 5 


7 

2L 


MR. T OPMAN: 

YES 

■J> 

25 


MR. KLOTZ: 

GO" YOU. 


THOMPSON • 

COULTER. GE r 

TEU" INGEP 5. PATEN 


(522) 552-1B2" 


624 20593 
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1 

1 


4 

5 

6 

7 

8 


C . 

A . 
G . 


5EE THAT, MR. HEGER" 

YES . 

OKAY. THAT WAS IN ADDITION to THE 


19e5 ESTIMATE WHEN COMPARED TO THE PRIOR 1995 ESTIMATE 
WHICH WAS PART OF YOUR MEMO TO MR. FRIGON ON FEBRUAP v 
27, 1985, HEGER EXHIBIT 23^ 

AT' YES. 

0. DOES THAT 75D>DOD-DOLWAR DIRECT 


9 ! SELLING COSY REFER TO THE COST QT THE 6. PEG I 0 N A _ 


13 


19 

20 
21 
22 

23 

24 

25 


MANAGERS AND MR. HARVEY KERR FOR GENERICS'’ 


YES 


Q. IN 1954, DID MR. HARVEY KERR WORK FOR 

BROWN l WILLIAMSON" 5 

A . Y£5 . 

C. AND HE WORKED IN SALES GENERICS 

OR MARKS - IN G OF GENERICS" 

MR. KlOTZ : OBJECT TO THE FORM. 

A. I DON'T RECALL. „ 

G. DO YOU RECALL HOW MANY REG I ONA_ 

MANAGERS THERE WERE IN 1994 WITH RESPECT TO' MARKETING 
OF GENERICS^ 1 

MR. KLOTZ i OBJECT TO THE FORM. 

A. I DO NOT RECALL. 

Q. I SHOW YOU WHAT HAS BEEN PREVIOUSLY 

mark; 


:rq as^j 


BACON EXHIBIT 43-J> R. HEGER. 

THOMPSON, COULTER- GETTEL C INGER 8. PATEN 
(502) 5S2-1S27 


fl.24 . 2-0 f> 94 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




1 

A . 


0 K A v . 


^ 1 





"T 1 

Q . 


CAN YOU IDENTIFY ANY OP ALL PAPT 

S OF 

3 1 

s 

BEACON EXHIBIT 

4 3" 


4 

A . 


I CAN IDENTIFY THE FIRST PAGE OF 

BACON 

5 

A3 . 




i 

h 

Q . 


OKAY. HAVE YOU SEEN ANY OF THE 

other 

7 

j 

PAGES' 




1 

a | 

A . 


NO, NOT THAT I CAN RECALL. 

.$! 

__N 

9 

C_ 


I 5H0U YOU UWAT HAS BEEN 

EACCA..^ 

ID < 

^7?Tt 4.2 

D> 

memo'FPOM MP . HEGEP TO MP . FPIGON 1*11 

th 

i 1 

COPIES TO 

MP . 

ALAP AND MP SANDEFUP, 


12 

A . 


OKAY . 


13 

A 

\> . 


HAVE YOU PEVISUED THE MARCH 1- 1 

9 = r 

1 A 

MEMO FROM 

YOLP 

SE_ :r TO HP. FPIGON 7 


1 C 

A . 


YES . 


lb 

0 . 


DID M?. 3AC0N SIGN YOUR !NIT;4 u c 


2 7 

THA T 7 




1 £ ! 

A . 


YES. 3 


19 I 

Q . 


LIERE YOU IN TOWN IN THIS PERIOD 

O r 

2D 

TIME" 




21 ; 

i 

A . 


NO. 


22 

0 . 


LIAS FHIS memo READ to YOU BEFORE 

IT 

0 


23 | WAS SIGNED OFF ON 


A . 

YES . 


G . 

AND YOU 

APPROVED IT 7 

THOMPSON, 

COULTER, 

GE t TELFINGEF 8. PA TEN 


( 5D2 ) 

S8J -‘* :7 E24 20 535 


pttp://legacyJibrary.ucsf.e0o^Kl/s[Gl^tffflOOi/pfiWv. industrydocuments.ucsf.edu/docs/mfxl0001 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


: a 


3 

k 

5 

6 

7 

8 
9 


YES . 

THESE 15 A SENTENCE HERE THAT SAYS 


^THE SMALL '84. LOSSES IS A RESULT 09 THE LAST STICKEPING 


NECESSITATED BY COMPETITIVE F PACT 7 ON! » 

TO WHOM DID YOU SPEAK ABOUT THAT j- 
ANYONE IN ORDEP TO MAKE THAT STATEMENTS 


» i 

14 

15 
IS 

i 7 

1 S 

19 


A . 
0 . 
A . 
C . 
A . 


KLOTZi OEJECT TO THE FORM. 

AT THE TIME THIS MEMO UAS WRITTEN' 
YES- SIP. 

.1 DON'T RECALL. 


DO YOU RECALL SPEAKING TO ANYBODY'' 

NO . 

LOOKING*'’A-*" -HE ATTACHED SCHEDULE ThE=: 
^PE 3 LINE ITEMS BELOW THE LINE AT THE BOTTOM QF THE 
AGE. DIO YOU SEE THE CALCULATIONS WHICH SUPPORT THOSE 
FIGURES" 

I DON'T RECALL SEEING THOSE. 

DO YOU RECALL DISCUSSING THE 


A . 

C . 

:c alculat i cns 



ht P ://legacy. library.ucsf.eQotiiiGbkDhfltfaCiKiVpfiWv.industrydocuments. ucsf.edu/docs/mfxl0001 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




k 

5 

6 
7 

e 

9 

: c 

11 

1 3 
Ik 
1 5 


19 

19 

20 
21 
22 
23 


0 . 
A . 
0 . 


DO YOU RECALL -- MR. HEGER' 


DO YOU RECALL FOR 196A THAT YOU HA! 


CALCULATED THE LIFO DECREMENT FOP.1984. WAS ON A PLANNE: 


15 *11.2 MILLION' 


A . 


0 



.OOKING AT THE SCHEDULE A T TH 


P AC K OF BACON A 2 WHICH SHCuiS TAX SAVINGS DUE TO LIFO 

0 

DECREMENT OF GOODS WHICH IS* YOU SHOW AS *5 .k MILLION 
WAS THAT OB TA I NED SIMPLY BY TAKING 50 PERCENT OF THE 
*11.2 MILLION 0 

A. I BELIEVE SO. I EEL I.EVE THE ANSWER 


1 CENT BECAUSE 


AT'S -• 


0. YOU USED 50 

THAT WAS THE TAX PATE" 

A . V E5. 

C. IS IT ALSO TRUE THE *11.2 MI_ L I ON 

t lF0 DECREMENT IS CALCULATED BASED UPON? BROWN 8 

! ILLIAMSON BEING ON THE MULTIPLE POOL LIFO S V STEM° 

A. YES. 

0. WAS IT ALSO TRUE THAT WHEN YOU 

CALCULATED THE FIGURE FOR 1984, ACTUAL. THAT BROUN 8. 

UI LLIAMSON WAS NO LONGER ON THE MULTIPLE POOL S V STEM B: 

s had CHANGED T C THE NATURAL BUSINESS UNIT METHOD 0 

MR. KL0T2! OBJECT TO THE FOP" 

| THOMPSON . COULTER. GETTE_FINGER 8 PATEN 

! < 5D2 ) 5S2-1&2T 


B 24 20 


http://legaGy.library.ucsf.e8oftl^cWfaQ^Wp«Wv..inciustryclocuments.ucsf.edu/docs/mfxl0001 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


3 

4 

5 

6 
7 
B 


A . 
Q . 
A . 


THAT IS NOT CORRECT. 

UHY IS THAT NOT CORRECT . SIR? 
UJE DIDN'T MOVE TO THE NATURAL 


BUSINESS UNIT AS A FINAL DECISION UNTIL THE SUMMER O' 7 


1 9SS 


Q . 


DID YOU RECORD IN v OUR CONSOLIDATE' 


IN COME STATEME NT END I NG __DEC EMBER 1964 . .AN .AD-I US TM-E^L 
BASED UPON CALCULATING YOUR LIFO EXPENSE USING THE 


NATURAL business UNIT METHOD-' 


10 

j 

A . 

YES 

i : 


G . 

DID 

12 

1 1984^ 



■> "3 

A 


A . 

Y - c 

14 


Q . 

AND 


16 

: 7 

i e 

■*. w 

19 
2C 
21 

22 1 

23 

24 


LEAST PRELIMINARILY ADOPTED FQP YOUR LIFO 
ACCOUNTING" 

MR. KLOTZ: OBJECT TQ THE FORM. 

A. THE ENTRY LAS STRICTLY ON A 

ROVISIONAL BASIS. 

Q. IT WAS THE METHOD YOU HAD.' 

ROVISIONALLY ADOFTED FOR IPSA'? 

A. YES. 

Q. OKAY. AND YOU HAD PROVISIONALLY'’ 

DOPTED IT AT BROUN £. UILLIAMSON PRIOR TO THE T iME Y 0 

■ 

PREPARED CHE SCHEDULE WHICH IS ATTACHED TC YOUR MEMO OF 

THOMPSON > COULTER > GE T TELFINGER 8. PATEN 
?SD2> 552-1627 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


MARCH 1 > 1785- 

A. YES. 

A q. but in calculating the tax savings cue 

TO LIFO DECREMENT AVOIDANCE YOU DID NOT USE A LIFO 
DECREMENT CALCULATED BASED UPON AN NBU METHOD BUT RA T HER 
ON THE MULTIPLE POOL METHOD; CORRECT'’ 

A. YES. 

Q. IS IT ALSO TRUE THA T YOU PERMANENTLY 

•?\ ... ___ 

ADOPTED THE NATURAL BUSINESS LIFO METHOD IN 1755“ 


4 r* 

X U 

A . 

YES . 

11 

G . 

U AS IT JUNE OF ' 85- 

X X. 

A . 

I DON'T RECALL THE DATE. 

i 3 

C . 

IF YOU WOULD LOOK AT BACON EXHIEI” AC 

: a 

WHICH IS — 


l 5 

A . 

GOT IT. 

16 

Q . 

-- MR. BACON'S MEMO TO MR. SANOE-U=- 

17 i 

FEBRUARY 28* 178S 

AND IF YOU WOULD- LOOK AT THE 

ie 

i 

SCHEDULE ENTITLED 

WILSON REVISED FIXED SOS- ALLOCATION 

19 

RATES JANUARY OF 

19 85 . 

20 ! 

A . 

WHAT IS THE NUMBER’ 

21 

0 . 

187662 STAMP NUMBER. v 


Q . 

DOCUMENT’ 

A . 

OF DOCUMEN' 


HAVE YOU EVER SEEN THIS TYPE OF 


I DON'T EVEP RED ALL. SEE ING THIS TYPE,,, 


THOMPSON. COULTER. GEFTELFINGEE 8. PATEN 
(BCD) 582-162“ 


E 24 2053? 


ttp://legacy. library. ucsf.eSottKb^cKMfsOO^M#/. industrydocuments.ucst.edu/docs/mtxl0001 
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G. WOULD YOU LOOK A T THE NEXT PAGE ' "HE 

EXHI9IT ENTITLED. "WILSON REVISED VOLUMES FOP ALLOCATION 
0F FIXED COSTS- JANUARY, 'BS.'" 

HAVE YOU EVER SEEN THIS TYPE OF 

DOCUMENT' 

A. I DON'T EVER RECALL SEEING THIS TYPE 

OF DOCUMEN". 

3. ALL RIGHT. DO YOU HAVE AN 

3 

UNDERSTANDING A* ALL ABOU" HOW WILSON AND EXPORT l_EA- 

ialculates THE PROCESSING FEE 9 

A. YES, I HAVE A GENERAL UNDERSTANDING. 

3. WOULD v OU SHARE IT WITH US 9 

MR. KL0T2 : OBJECT TO THE FORM. 

A. THE OVERHEADS AT WILSON ARE ABSORBED 

ON THE POUNDAGE PU t t HROUGH the d LANT on MACHINE HOURS 


"HAT TOBACCO IS PUN AT WILSON. 


OKAY. IS THAT THE T0"AL BASIS F0= t hE 


C A!_ CUL A T I 


A. I'M SURE THERE IS MORE TO IT THAN 

THAT BUT THAT'S THE -- THAT’S THE PRIMARY BASIS FOR THE 
ic ALCULAT I ON . 


BACK, PLEASE 9 


COULD YOU READ MR. HEGER'S ANSWER 


(WHEREUPON, THE REPORTER THEN READ TH^E 


RECORD . ) 


THOMPSON. COULTER. GETTELFINGER 8. PATEN 
(5G2) 5SD-ltD~ 




ttp://legacy.library.ucsf.e0iattid)kDWtpffleM2Wpd^,industrydocuments-ucsf.edu/do€s/mfelQOO.1 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


0. YOU SPEAK TO OVERHEADS. APE YOU 

SPEAKING TO BOTH FIXED AND VARIABLE OVERHEADS" 


' VERHEADS 


'HEY CHARGED' 


VARIABLE EXPENSE 


NOT VARIABLE. NO. JUST FIXE: 


WHAT ABOUT THE VARIABLE OVERHEADS. ARE 


VARIABLE OVERHEADS ARE CHARGED AS A 


30 TO USE AN EXAM~_E . IF THERE 'JERE A 


HUNDRED DOLLARS WORTH OF FIXED OVERHEAD FOR A GIVEN 
PERIOD OF TINE, AND A HUNDRED POUNDS CF TOBACCO ARE 
PROCESSED DURING THAT SAME PERIOD C" TINE. THE 
PROCESSING FEE "CR THE FIXED OVERHEAD A £ S 0 R E TI 0 N WOULD 
BE A DOLLAR PE= POUND" 


I TAKE IT 7HA- THE FES IS ACTUAL 


CALCULATED ON A HUNDRED POUND BASIS' 


IS THE WILSON PROCESSING PLANT AN OL 


IS IT RELATIVELY MODERN' 


DC YOU KNOW WHAT METHOD 0 : 


:e=pe:iation it uses for its fixed assets'? 

THOMPSON, COULTER, GETTEL S INGER 8. PATEN 
(502) 582-1627 


ttp://legacy,library.ucsf.e8u^id)kcltttpffiQCWpd^/.industryclocuments.ucsf.edu/doGs/mfxl0Q01 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 



1 

' A . 

1 


N0 T SPECIFI CALLY, 


1 



- 

! G . 


DC YOU HAVE ANY GENERAL IDEA " 7 FOP 

3 

j Example . i s 

I T 

STRAIGHT LINE VERSUS ACCELERATED OR 

A 

SOMETHING LIKE 

that? 

5 

A . 


I WOULD BE GUESSING. 

6 

C . 


ON THE FIXED COST ALLOCATION RATES 

7 

1 THAT ARE O'N 

i 

TH 

IS SHEET WHICH IS PART OF THE BACON 43- 

S 

THERE IS A 

COL 

UMN CALLED REVISED FIXED COST. 

3 

9 

A . 


APE YOU LOOKING AT 1876 4,3? 

i o 

n 


NO- t2 > SIP. 

: i 

A 


YES . 

12 

0 . 


DC YOU KNOW WHY THE FIXED COSTS APE -- 

i 3 

HAVE DIF-ER 

ENT 

LINE I TEMs"'’' THERE? 

1 k 



MR. K L 0 T Z : _OBJECT TO THE FORM. 

15 

A . 


WE'RE TALKING ABOUT 0 I F r 3 R E N T T VD E = 0 " 

It 

TOBACCO THA 

T A 

PE PUN THROUGH THE WILSON PLAN' WHEPE THE 

17 1 

FIXED COST 

I N 

SOME CASES CAN BE DIPEC T LH ASSIGNED. 

1 E 



-OR EXAMPLE- IN TANGL'E LEAVES THE 

19 

i 

CALCULATI ON 

I S 

DIFFERENT THAN FOR STRIPE. 

20 | 

Q . 


THAT ‘ S BECAUSE THEY USE DIFFERENT 

21 

MACHINERY'" 


V 

22 

i 

A . 


YES . 

23 

G . 


IS THE FIXED COST ALLOCATION FOR"’ 

2k 

DETERMINING 

TH 

E FEE LIMITED TO MACHINERY? 

25 

A . 


NC . 


THOMFSON , 


COULTER• 
(502) 


GE T TELFINGER 
552-1622 


a PATEN 

_m 20602 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


c- C. 1 

IT INCLUDES OTHER EXPENSES AS DELL" 
yes . 

IS THIS SCHEDULE LIMITED TO MACHINE 3 '-' 

MS. KLOTZ: OBJECT TO THE FOFM. 

UOULD YOU REPEAT YOUP QUESTION"? 

IS THIS SCHEDULE LIMITED TO MACHINEP v 
8 ; AND EQUIPMENT WHEN IT SHOWS REVISED FIXED COS'S' 


9 


MP. K L0TZ : 

!=■ you CAN TEL^ 

PROIH 

i n 

READING THAT, 

PLEASE DO, BJT 

YOU'RE N0 T UNDER 

AN 


11 OBLIGATION TO TRY AND FIGURE OUT WHAT THAT =HQUP IF YOU 

12 ; HAVEN'T SEEN THAT TYPE OF CALCULATION SE'OPE. 

13 A. I REALLY DON-" KNOW. 

1A G. DO YOU HAVE AN v SALLPAPK RANGE OF WHA' 

15 the CAFITAl INVESTMENT IN EQUIPMENT IS ON A DEPRECIATED 
it -- NET OF DEPRECIATION FQR UILSCN PROCESSING" 


4 

A 

A . 

NO . 



13 

Q . 

DOES THAT APPEAR 

AN 

YU.HSRE IN THE 

19 

| FINANCIAL S7A 

TEMENTS? 



20 

A . 

SORRY? 



21 

i Q . 

DOES IT APPEAR AS 

A 

BROKEN OUT ITEM 

22 

THE FINANCIAL 

<7 



23 

A , 

YES . 


■f) 

2A 

Q . 

WHERE UOULD THAT 

BE 

SHOWN, IN THE 

25 

FINANCIALB? 





THOMPSON, COULTER, GETTELFINGER l PATEN 

(SD2) 532-1627 8 24 20 603 




Q . 

2 A . 

3 j ^ Q . 

I 

A j AND EQUIPMENT'? 


6 

7 


Q . 


rttp://legacy.library.ucsf.eSatti^cWtfaCK/WpsWv.industrydocuments.ucsf.edu/docs/mfxl0001 
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1 

A . 


IT WOULD BE SHOWN IN THE FINANCIAL. 

2 ■ 

STATEMENTS 



i 

"3 

w 

^ Q . 


DID IT APPEAR ON THE MONTHLY REPORT? 

A 

A. • 


NO . 

5 

* 

Q . 


DOES IT APPEAR IN THE CONSOLIDATED 

6 

INCOME STATEMENT? 


I 

7 

AT 

• 

NO . 

e 

Q . 


WHAT KIND OF FINANCIAL STATEMENTS APE 

9 

YOU REFERR 

ING TO? 


10 

A . 


.THE TRIAL BALANCE. 

11 

Q . 


I SHOW YOU WHAT HAS SEEN PR EVIOUSL y ' 

1 2 

MARKED AS 

HEGER A 

J 

I THINK THAT’S THE CONSOLIDATED 

1 7 

T FIAL BALANCE FOR 

DECEMBER 31- 1955. 

1 A 

A . 


WHA-? I£ YOUR QUESTION' 

15 

Q . 


WHERE "HE AESFTE NE" OF DEPRECIATION 

1 fc 

: APE SHOWN 

FOR CAP 

ITAL- I GUESS EQUIPMENT AND MACHINES''- 

1 "» 

FOR WILSON 

PROCSS 

SING . 

16 

A . 


IT’S NOT BROKEN OL !T 1-jN THIS DOCUMENT . 

19 

Q . 


IS THERE A DOCUMENT WHICH BPEAKS IT 

20 

OUT? 

t 



21 

A . 


THERE ARE RECORDS WHICH BREAK IT OUT. 

22 

0 . 


DO THEY HAVE A NAME? I MEAN, IS THERE 

23 

i 

A TITLE TO 

THE PARTICULAR DOCUMENT WHICH WOULD SHOW) THAT 


THE DEPRECIATION, FOR EXAMPLE- AND THE FIGURES FOP TM= 
EQUIPMENT AND MACHINERY FOR WILSON? 


THOMPSON, COULTER, GETTELFINGER 8. PATEN 

(5D2) 592-1627 B 2 4 20604 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


A. THE DETAILED CAPITAL ACCOUNTS AND THE 

DETAILED depreciation accounts would show this 
Information. 

MR. TOPMANs DO UE HAVE THAT, MAP TY 9 
MR. K LOTZ s I DON‘T KNOW. 

0. LET'S MARK AS ER EXHIBIT 34) FOR 

IDENTIFICATION A DOCUMENT TITLED, "GENERICS WEIGHTED 


AVERAGE COST/PROFITS BY CATEGORY 1985, EXCLUDES MILITARY 


9 

AND VENDING." 



ID 


'( WHEREUPON , HEGER DEPOSITION 

E X H I P. I 

1 i 

34 WA£ marked 

FOR IDENTIFICATION. ) 


12 

A . 

OKAY . 


13 

0 . 

IN THE C!=EER LEFT-HAND CORNER 

thE°E 

14 

APE INITIALS C 

. J . H . WHICH ARE YOURS ' 7 

P' 


15 

A . 

APPARENTLY' SO. 


16 

r\ 

HAVE YOU EVER RECEIVED A COPY 

C- -H 

17 

COCUMENT 7 



1 s 

A . 

YES. 3 


19 

0 . 

OKAY. AND THERE ARE SOME FIG 

URES 

20 

THERE. IT SEE 

MS TO SAY .60 CARRYING COSTS 7 


21 

A . 

YES . 


22 ; 

Q . 

IS THAT YOUR HANDWRITING 7 


23 

A . 

YES . 


24 

Q . 

IS THAT 60 CENTS PEP THOUSAND 


25 

CIGARETTES 7 




THOMPSON, COULTER, GETTELFINSER S. PATEN 
( 502 ) 5e2-16~T 
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YES. 


T HE document shows at the top 


Quarterly case brackets 0 


yes . 


TO 499; CORRECT 0 


AND THE FIRST ONE> FOR EXAMPLE. IS C 


YES . 


AND THEN THERE ARE 7 BRACKETS OF CASE 


: ALL THE WAY UP TO 25>000 PLUS 0 


THAT REFLECTS SALES VOLUMES BY 


BRACKET; CORRECT 


G. AND THE DISTRIBUTOR REBATES -- I'M 

•> 

SORRY, THE VOLUME PESATES AND SIGN-UP BONUS VARIES ~ R '■ 
EACH CATEGORY OF QUARTERLY CASE SALES 0 


Q. AND AS YOU GO UP IN jHE QUARTERLY 

CASE SALES- THE VOLUME REBATE AND SIGN UP BONUS 
I NC PEASES 0 


c. there is also another expense of 

IMPACT OF INCREASING REBATE ALLOWANCE 5 PEPCEN^ FOP 
T 0" r AL YEAR 0 


■HOMPSON . COULTER- GETTELF INGER l FATEN 
( 502> SB2-1427 


lttp://legacyJibrary.ucsf.e8oftl^Dlt>^®Ql2Wp#/jndustrydocLiments. ucs.f.edu/docs/rrifxlOQOI 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


3 

U 

5 

6 
7 
3 


11 


14 


17 



Q. AND THAT FIGURE AU5C INCREASES ON A 

PEP THOUSAND BASIS AS YOU INCPEASE FROM ONE SALES 
BRACKET TO THE NEXT^> 

A. YES. 

G. AND THEN THERE IS A LINE FOR ADJUSTED 

BRAND CONTRIBUTION; CORRECT? 

A , c ' YES. 

Q. WHICH IS BASICALLY TAKING THE VARIOUS 

EXPENSES THAT ARE LISTED THERE AND SUBTRACT ING THEY 
FROM THE NET SELLING PR ICE' 7 

A. YES. 

Q. THE adjusted BRAND CONTRIBUTION- 

HOWEVER. DOES NOT TAKE INTO ACCOUNT THE OTHER COSTS tc 
E COVERED WHICH APE LIS”D ON THE D0CUMEN T ; CORRECT? 

A . YES. 

G. AND T^OSE TOTAL 9 A C ENT 5 PER "holEALC- 

A. YES. 

G. THE OTHER COS’- TO BE ^COVERED ALSO DO 

If0~ REELECT THE 60 CENT CARRYING COSTS PER THOUSAND 
IGARETTE5 THAT YOU HAVE NOTED ON THE DOCUMENT; CORRECT? 

A. YES. 

G. SO THAT WHEN YOU ADD THE 60 CENTS P=~ 

HOUSANO CARRYING COSTS TO THE TOTAL OF THE OTHER C?0S7S 
0 BE COVERED. THAT BECOMES TO"AL COST OF l.RA RE 3 
TH0U5AND? 

THOMPSON, COULTER. G E T T t L F IN GEE 8. PATEN 

__ (5 " ;) 53 2-1627 _ b 24 20807 


http://legacy.library.ucsf.e0o^icl)kchOtffflOOi/p«Wv. industrydocuments.ucsf.edu/doGs/mfxl0001 
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4 

5 
h, 

T 

f 

8 

9 

i p 
*. » 

1 1 


u 

" C 

:(= 

17 

18 
19 
2D 
21 
22 

23 

24 

25 


C. AND 15 IT ALSO CORRECT THAT WHEN YOU 

Subtract 1.54 from the adjusted brand contribution fro* 

EACH OF THE QUARTERLY CASE SALES BRACKETS IT TURNS OU~ 
THAT 6 OUT OF THE 7 SALES BRACKETS HALE A LOSS FOP 
ADJUSTED BRAND CONTRIBUTION'? 

MR. K LOTZ : OEJECT TO THE FORM. 

A. .MY ANSWER WOULD BE NO. 

Q. WHY IS YOUR ANSWER NO* 

A. BECAUSE YOU HAVE -- YOU HAVEN 'T 

INCLUDED ALL THE REST O'? THE BENEFITS. IF ONE WANTS TO 
INCLUDE CARRYING C 0 S t S < YOU ALSO HAVE TO INCLUDE CTHE? 
ELEMENTS THAT AREN'T IN THE NORMAL ACCOUNTING S V STE V . 

0. YOU DIDN’T WRITE T H Q S E DOWN THOUGH - 

DID YOU' 

A . NO . 

Q. SO LET'S JUST STICK POP THE M 0 M E N T I- 

WE CAN POP THE ONES THAT ARE DOWN HERE.^ 

IF YOU DO THAT YOU COME OUT WITH 6 OUT 
OF THE 7 SALES BRACKETS HAVING A LOSS FOR BRAND 
CONTRIBUTION? 

MR. K LOTZ = OBJECT TO THE FORM. 

■> 

A. IF YOU WOULD ONLY DO THAT, YES. 

Q. LET ME SHOW YOU WHAT'S BEEN PREVIOUSLY 

MARKED A^ ^ACO N^^^ FIRST PAGE IS A MEMO FROM MR. 
THOMPSON, COULTER, GE T TELFINGER S. PATEN 

<5D2> 552-1S2- B24 20803 


pp://legacyJibrary.ucsf.e8ntH>tettllij5aC^^ 
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1 

2 

3 

k 

5 

6 
7 

e 

9 

4 ft 
1 U 

1 1 

12 

1 2 

ik 

15 

16 
1 ' 
15 

19 

20 
21 
22 
23 

2k 

*?C 


! CHRISTENSEN TO VARIOUS PEOPLE INCLUDING NR. GAULE V . NR 
; RAGONE AND OTHERS. AND THE SUBJECT OF THE MEMO IS 
j GENERIC REBATES REVISED. 

IF YOU WOULD EE GOOD ENOUGH TO TURN TO 
THE -- I GUESS THE LAST PAGE OF THIS EXHIBIT * WHICH 15 

ENTITLED. "GENERICS WEIGHTED AVERAGE COST/PROFITS BY 

i 

| CATEGORY 1985 (EXCLUDES MILITARY AND VENDING'." 

t 

| ^ THAT IS THE SAME SCHEDULE AS YOU'VE 

JUST TESTIFIED ABOUT WHICH WAS MARKED AS HEGFR EXHI2" 

I 

3k EXCEPT WITHOUT YOUR HANDWRITING ON IT; CORRECT"? • 

A. YES 

, a. NOW. LET ME SHOW YOU WHAT 1 S BEEN 

PREVIOUSLY MARKED AS BACON EXHIBIT 53. 

OFF THE RECORD. 

(DISCUSSION OF- THE RECORD. s 
MR. KLOTZ: T HIS DOCUMENT ON ITS FACE 

. IS DATED 1986. THE END OE FEBRUARY, AND THE ONLY RRIO= 
TESTIMONY ABOUT it WAS FROM MR. BACON'S;; deposition who 
I TESTIFIED THAT HE HAD NEVER SEEN IT AND THAT THIS WAS 
NOT A REPORT THAT HE REGULARLY RECEIVED. AND ON THE 
BASIS OF THE DATE ON THE DOCUMENT AND THAT TESTIMONY. 
WE'RE NOT GOING TO ALLOW QUESTIONS ABOUT THE DOCUMENT 
| BECAUSE IT'S OUTSIDE THE PARAMETERS OF WHAT THE JUDGE 

i 

i SAID FOR THE APPROPRIATE DISCOVERY PERIOD. 

MR. TOPMAN: OKAY. AS I TOLD MAPTY 

i 

j THOMFSON, COULTER. GETTELFINGER 8. PATEN 
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OFF THE RECORD. THAT UE HAO PRESENTED THIS TO A PR'IOF 
WITNESS WHO HAO BEEN INSTRUCTED NOT TO ANSWER AND WHILE 
fr CARRIES A STAMP BY SOMEBODY WHO RECEIVED IT IN 
FEBRUARY OF ‘ Bh > THE DOCUMENT ON ITS FACE AS AN INTEGRA! 
PART OF THE DOCUMENT DOES NOT SHOW IN FACT IT WAS 


PREPARED IN J 86 

o' 


MR. K LOTZ s ALTHOUGH IT COULD HARDL v 


HAVE BEEN PREPARED EARLIER THAN JANUARY 1ST. 1956 SINCE 

3 

ON THE FACE IT SHOWS DATED THROUGH THE END OF 1955. 

MR. TOPMAN: ASSUMING TKA" ; S CCRPEC* 
IT SORT OF MAKES THE POINT WHEN YOU HAVE A COMPUTER 


1? 

PR I 

NT OUT 

. w 

H I 

CH 

IS WHAT THI 

S IS 

, AN 

R 

I 3 

PR I 

NTEO 

AT 

LE 

AST 

FR0EA3LY "'b 

N A 

YEAR 

L Y 

1 L 

. 





MR. KLOTZ 

; V 

OUP 

AS 

i — 

A. -/ 

SE 

I NCOR 

RED 

T , 

MP 

. TOPMAN. 




1 6 






MR. TO=MA 

N : 

— _ T 

HA 


GET 

A 00 

CUM 

uf.l 

T T 

HAT DEALS W 

I T H 

A YE 

AP 

15 

• EEC 

AUSE 

THE 

V 

ARE 

almost inv 

ap ; a 

— i Y 

GO 

1? 

FOL 

LOU I NG T 

HE 

CL 

OSE OF THE 

YEAR 



2D 






MR. KLOTZ 

: THAT' 

5 


YOUR SIDE AND MY SIDE HAVE AN AGREEMENT ABOUT WHAT 
DOCUMENTS WILL BE PRODUCED EVEN THOUGH CREATED AFTER T^E 

3 

END OF A FISCAL YEAR. AND THAT AGREEMENT WAS WE WILL 

PRODUCE TO YOU FINANCIAL S T ATEMENTS AND DETAILED REPORTS 

FEEDING INTO FINANCIAL STATEMENTS SHOWING ALL THE 
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FINANCIAL STATEMENT FIGURES FOR FISCAL 1965. EVEN THCUG 1 - 


THOSE DOCUMENTS LIEF E CREATED IN 1986. AND LIE H AO E STUCK 
fo THAT AGREEMENT. IT IS OUTSIDE THE AGREEMEN T THA~ UE 
UOULD PRODUCE OTHER DOCUMENTS CREATED IN 1954, MERELY 


BECAUSE THEY REFER TO FACTS OR EVENTS THAT TOOK PLACE IN 
1985. I SUGGEST TO YOU YOUR CLIENT HAS TAKEN VERY MUCH 
THE SAME POSITION. 


little EI T . 


MR. TOPMAN: LET ME JUST RESPOND A 


NUMBER ONE, I DON 1 ' BELIEVE YOU HAVE 


FRODUCED FOP US UHAT YOU REFER TO, I GATHER> AS 
FINANCIAL STATEMENTS, PERIODIC REPORTS OR UHATFVER . 

MR. K L 0 T Z : YOU'VE GOT THE DECEMBER 
19=5 FINANCIAL STATEMENT. 


MR. TOPMAN, I UNDERS T AND THAT, 3U T Ur 
DO NOT HAVE AN V SHEETS UHICH BREAK DOUN FOP ~HE V EA= 

1985 OR IN FACT 198A> BY A C A T E G 0 F Y LIKE THIS DOCUMENT 
DOES AND UE ASKED FOR IT ANY NUMBER OF TIMES, MONTHS AGO 
AND REPEATEDLY ASKED YOU BY LETTER, AND UE STILL DON " 
HAVE IT. AND I THINK IT J S REALLY UNFAIR FOR YOU TO THEN 


SAY THE ONLY DOCUMENTS YOU HAVE PRODUCED ALONG THE LINE5 


IS, THEREFORE, OUTSIDE THE SCOPE OF DISCOVERY. 

1 

MR. KLOTZ-- THIS DOCUMENT UHICH IS 
THE ONLY ONE I'M FRSPARED TO SPEAK TO RIGHT NOU IS 
CREATED IN 1986 AND THERE IS NO REASON IN THE UORLD i. 
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SHOULD BE REQUIRED TO PRODUCE IT. THE JUDGE HAS said 

UE'PE REQUIRED TO PRODUCE DOCUMENTS THROUGH THE END 0“ 
•MSS. LIGGETT HAS DONE THAT, BROUN & WILLIAMSON HA? 


DONE THAT 


MR. TOPMAN: ALL I'M TELLING YOU 


MARTY, IF YOU DON'T PRODUCE THE PERIODIC REPORTS THA T 
BREAK THE BRAND CONTRIBUTION OUT AND THE TRADING PPCFI T 
OUT BY SOMETHING, AND THEN YOU DO PRODUCE A DOCUMENT 
WHICH YOU CLAIM IS NOT A PERIODIC PE°OPT BU T BEYOND THE 


TIME ~R AME , YOU -.A-OE LE p T US WITH NO DISCOVERY. 


TH ’ NK 


THAT'S UNFAIR, AND I DON'T THINK IT'S THE SCOPE OR 


'HE JUDGE HAS SAID 


IP. KL0T2 j MR. TOPMAN. IF YOU THINK 


IT'S UNFAIR I SUGGEST TO YOU YOU GO TO THE JUDGE, 

LV 

MAGISTRATE- SEEK THE APPROPRIATE RELIEF. 

MP. TOPMAN, THAT'S FINE. 

MR. KLOTZ: UE HAVE FOLLOWED EXACTLY 
THE SAME FORMAT OF BOTH PARTIES IN TER M;S OR WHAT UE HAVE 
PRODUCED AND WHAT WE HAVE NOT PRODUCED. 

MR. TOPMAN: THAT'S FINE." YOU 
UNDERSTAND WHAT I'M SAYING, MARTY, AND THAT IS VERY 
SIMPLE. WE ASKED FOR IT MONTHS AGO. WE HAVEN'T GOTTEN 
IT. AND AS I SAID, WHEN WE HAD THESE DISCUSSIONS PRIOR 
TO THE JUDGE'S ORDER, I DON'T THINK IT'S R I GNT, I DON 1 ^ 


THINK THE JUDGE IS GOING TO AGREE WITH YOU, AND I THINK 

THOMPSON, COULTER, GETTELFINGER & PATSn 
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1 He'S GOING TO TELL YOU EXACTLY UHAT HE TOLD YOU THE LAS” 

2 ! TIME HE DID IT. THAT'S ALL I'VE GOT TO SAY. 

3 ^ THE WITNESS: CAN WE TAKE A BREAK' 

A j MR. TOPMAN: WE SURE CAN. 

5 ( (WHEREUPON. A BREAK WAS THEN TAKEN.) 

6 0. I SHOW YOU WHAT HAS BEEN PREVIOUSLY 

7 , MARKED AS^^EDER^T^ DID YOU RECEIVE ROEDEE EXHIBIT 2 

8 ; FOR IDENTIFICATION 7 

9 A. YES. 

0 0. AND AROUND THE TIME IT WAS DATED. 

1 FE3RUARY 29, 1994' 

3 0. OKAY. WOULD YOU MARK AS^EGEfT EXHIBJ" 

A ^OR IDENTIFICATION A DOCUME.NT WITH A 6-25-'84 C&TE ■ 

5 : ENTITLED- "1964 GENERICS. SUMMARY 0 F lOWFS" 

6 ; =ROFI TAB ILITY." 

7 (WHEREUPON. HEGER DEPOSITION EXHIBIT 


OJ 

*-4 

35 WAS 

MARK 

ED FOR IDENTIFICATION. } 3 


19 | 

! 


A . 

OKAY . 


2D 


Q . 

DID YOU RECEIVE A COPY 

f" 

OF THIS SUMMARY 

21 

AROUND 

JUNE 

25, 196A 7 


22 


A . 

MY WRITING IS ON IT. I 

MUST HAVE. 

-J 


Q . 

DO YOU RECALL FROM WHOM 

35 

YOU RECEIVED 

24 

THIS 7 




25 


A . 

NO . 
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4 

5 

6 
7 


0. DO YOU RECALL ANY DISCUSSIONS YOU MAY 

HAVE HAD ABOUT XT'? 

^ A. NO. 

Q. DID YOU FILE IT IN YOUR FILE 7 

A. I BELIEVE SO. 

Q. THE MANUFACTURING OVERHEADS OF 5D 


CENTS PER THOUSAND ARE THOSE INCREMENTAL 7 


1 

8 ! 


A . 

vrc 

9 ; 


0 . 

ON THE DOCUMEN T THERE IT SHOWS A 

10 

r IXTURE 

ALLOWANCE 

OF 35 CENTS PER THOUSAND FOR THE 3 

1 1 

:a t egop 

IBS' 1 


12 


A . 

YES . 

13 ~ 


0 . 

WAS A FIXTURE ALLOWANCE ACCORDED T 0 

14 

THE MIL 

I T AR Y IN 1984 AND 1985 7 , DO THEY GET FIXTURES 

1 5 

FROM EROUN 8. WILL 

I AMSON 7 

16 


A . 

I DON'T KNOW. 

17 ! 



MR. KIOTO: OBJECT TO THE FORM. 

13 


Q . 

LET ME SHOW YOU WHftT >iAS BEEN 

19 

■ 

PREVIOU 

SLY MARKED 


20 



(WHEREUPON, HEGER DEPOSITION EXHIBI 

21 

36 WAS 

MARKED FOR 

IDENTIFICATION.) 

22 | 


A . 

OKAY . 

23 | 


Q . 

HAVE YOU EVER SEEN THAT DOCUMENT 

24 

BEFORE 7 



25 


A . 

NO, NOT THAT I RECALL. 
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Q. CAN YOU IDENTIFY THE HANDUR ITING? 

A. NO. I CANNOT. 

* G. THERE IS NO WAY YOU CAN TELL WHO WR 0 T E 

THAT DOCUMENT, I GATHER? 

A. I DON'T IDENTIFY THE HANDWRITING. 

Q. THANK YOU. 

LET ME SHOW YOU WHAT'S BEEN MARKED AS 
/EGER 36 F^R IDENTIFICATION. THE TITLE OF IT 15, "BROUN 
^UUITlTamSON TOBACCO CORPORATION S ^uajjARY OF GENERIC 
TRAD ING PROF IT," FIRST PAGE 103B2. THE OTHER PAGES ARE 


! 

11 ! 

1 03 S3 

THROUGH 

5 . 

12 


A . 

I CAN'T READ THIS. 

13 


n 

I ’ M JUST GOING T Q ADDPE 

14 

TO THE 

FIRST 

2 PAGES- MR. HESc.P . 

IS 


A . 

OK A v . 

16 


Q . 

have you SEEN EITHER OF 

17 

RAGES 

OF THE 

£ XH J B I T 7 

18 


A . 

! EEi-IEVE I HAVE. ' 

O' 

»—4 


Q . 

IN THE UPPER RIGHT-HAND 

2D 

| FIRST 

PAGE IT 

SAYS EXHI3IT 1? 

21 

i 

A . 

YES . 

22 


Q . 

WHAT IS IT AN EXHIBIT 1 

23 

j KNOW? 



24 


A . 

NC, I DO NOT. 

25 


G . 

THE INITIALS AT THE BOT 


THOMPSON. COULTER, GETTEL"INGER S. PATEN 
< 502 ) 582-162? 
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1 

| PAGE 

ARE J.L.E. 

n 


j 



2 


A . 

YES . 

3 


Q . 

THAT STANDS FOR MR. BRUMLEVE 7 

A 


A . 

I THINK 50. 

5 


G . 

HE WORKS IN YOUR DEPARTMENT 7 

6 


A . 

YES . 

7 ! 

i 


0 . 

AND HE PREPARED THIS DOCUMENT 7 

B 1 


A . 

I ASSUME HE HAS -- HE DID. 

9 


C . 

NOW, THE FIGURES THAT AP® EAR ON THE 

10 

FIRST 

RAGE ARE 

FOR : ‘OR RELATE TO THE YEAR 19S6; CORRECT 7 

11 


A . 

YES . 

12 


Q . 

AND THE LEFT-HAND 2 COLUMNS ARE THE 

i 3 

1 9.35 

FLAN FOR T 

HE YEAR 1 956 ^ 


A. YES. 

C. AND THE 0"HE= 2 COLUMNS TO THE PI SH¬ 
ARE THE AUGUST 1. 19S5- ESTIMATE D U A T ^ GOING TO 

HAPPEN POP 1956'’ 

A. YES. .■? 

0. WOULD YOU TUP N TO THE SECOND PAGE OF 

THE EXHIBIT> SIR 7 THERE IS HANDWRITING IN THE 
RIGHT-HAND SIDE OF THE PAGE ABOUT 2/3RD5 DOWN, u 

CAN YOU IDENTIFY THE HANDWRITING? 


IN the TOP PAGE OF THE SCHEDULE THERE., 


IS — 


THOMPSON, COULTER. GETTELFINGER t PATEN 
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0. LET’S MARK A5 (MEG£P EXHI3I T T7J F0= 

IDENTIFICATION 2 PAGES- 127460 THROUGH 61. 

(WHEREUPON - HEGEP DEPOSITION EXHIBI 
37 WAS MARKED FOR IDENTIFICATION.) 

A. OKAY. 

Q. DID YOU RECEIVE A COPY OF HEGEP 


EXHIBIT 37T 


IT'S DIRECTED TO ME. 


YOU GOT A COPY OF IT THEN 7 


: I DON’T REMEMBER- BUT I'M SURE I DI! 


IT 5 A Y S- "P.S.- THE PRO FORMA YOU GAVE 


ME IS ATTACHED AT THE BOTTOM OF THE SECOND PAGE. 


DO YOU k.N0U UHAT PRO ~0PMA IE BEING 


REFERRED TO' 


CAN YOU EXPLAIN THAT tq M p- 


THIS IS FROM UHA" THIS MEMO -- HOw 


THIS MEMO READS- THIS UAS A PRO RQPMA INCOME STATEMENT 
OF A BRAIN-STORMING EXERCISE MADE TO DETERMINE LI GEE fT l 
MYERS' PROFITABILITY ON GENERICS. 

Q. LOOKING AT THE — 50 IT WOULD, BE A PRO 

FORMA STATEMENT OF LIGGETT S. MYERS' 7 
A. YES. 

0. ON THE FIRST PARAGRAPH 0" THE DOCUMENT 

ON PAGE ONE) IT SAYS- "OBVIOUSLY UE NEED TO REMOVE THE 

THOMFSON- COULTER. GETTELFINGcR 8. PAT£.N 
< 5C2) 5S2-1627 


> 67 ? 
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238 

1 

ONE 1/Z PERCENT 

EXTRA CASH DISCOUNT FROM SALES REVENU 

m 

JL 


this is relating to the pro forma 

3 

STATEMENT THAT 

YOU ALL DID AS TO LIGGETT 8. MYERS 9 

4 

A . 

IT MUST, YES. 

5 

Q . 

IT DOESN'T RELATE TO BROUN AND 

6 

UILLIAM50N '5 AC 

COUNTING RECORDS 9 

7 

A 

YES . 

a 

0 . 

I ' M 50PRY 9 

9 

A . 

YES, YOU ARE CORRECT . 

1 Q 

G . 

THANK YOU. THAT'S UIHAT I WANT TO 

i : 

K NOU . 


12 


."•'5 MARK AS ^EGER EXHIBIT 3^) THE 


FIRST PAGE 15 A MEMO FROM' 0 A MR. HINDER - APPEARS TC BE -r C 


i A 

MR, HcGER . 

THOUGH 

i can't quite make it out. stamf 

15 

NUMBER IS 1 

= 9747 

AND 4E . 

1 (a 



(WHEREUPON. HEGE 15 DEPOSITION EXHIBIT 

: t 1 

3B WAS MARK 

ED -OR 

I DENT I F I CAT I ON. ) 

IS 

A . 


OKAY. 3 

19 

j 

0 . 


IS THE MEMORANDUM ADDRESSED TO YOU 9 

2D 

A . 


1 BELIEVE it is. 

1 

21 

0 . 


YOU RECEIVED IT 9 v 

22 

A . 


YES . 

23 

<3 . 


i 

AND THOSE FIGURES TIE INTO THE 

24 

SCHEDULE UH 

ICH IS 

ATTACHED T0 PART OF BACON EXHIBIT A3 9 ,, 

25 

A . 


IT'S THE SAME PIECE OF PAPER. 
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1 1 Q. OKAY. THE AUTHOR -- UHA7 UAS HIS 

2 ’ POSITION AT BPOWN 8 . WILLIAMSON AT THE TIME WHEN HE WROTE 

3 i fHA T ' 

I 

4 j A. HE UA5 IN THE SALES DEPARTMENT BUT 

i 

5 | I'M NOT CERTAIN UHAT HIS POSITION UAS . - 

6 : Q. LET'S MARK AS NEXT T NUMBER39^) 

7 ; PAGES STAMP NUMBER N04190 THROUGH 95. 

j 

8 I , (WHEREUPON■ HEGER DEPOSITION EXHIBIT 

9 | 39 UAS MARKED FOP IDENTIFICATION.) 

0 A. OK AY. 

. 1 0. CAN YOU I DENT IF Y ANY 0" THE FACES IN 

2 HEGER EXHIBIT 39'? 


13 


A . 

N 0 . 



1 4 


Q . 

NEVER 

SEEN 

ANY OF THEM BEFORE ? 

IS 


4 . 

I DON' 

T RE 

CALL EVER SEEING t HERE. 

lb 


Q 

T HAT ' S 

MF . 

KLINE'S INITIALS ON THAT, 

17 

SEVERAL 

OF THESE 

PAGES I 

GA T 

HEP? 

18 


A . 

MR . K L 

C J M , 

S HANGUP IT IMG is on these 

19 

LAST 4 

PAGE S. 




20 


0 . 

LET ' S 

MARK 

AS THE NEXT HEGER EXHIBIT 


NUMBER 40 , STAMP NUMBERS J 7877 THROUGH 81. TH.E FI RS T 

PAGE ENTITLED. "TOBACCO GROUP RONA AN ALYSJJS^.Ji-— ---- 

< WHEREUPON ,/IhEGER DEPOSITION EXHIBIT 
40 UA^T MARKED FOR IDENTIFICATION.) 

A . OK A Y . 
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IN THIS DOCUMENT? 


HAVE YOU EVER SEEN ANY 0“ T HE B ASE5 


MY ANSUER UAS YE5 -- IS YES 


WHICH ONES > SIR'’ 


BUT I DON'T RECALL SPECIFICALLY WHEN 


OR HOW. 

Q.^ WHICH ONES HAVE YOU SEEN’ 

A. WELL. THEY SEEM TO BE NOTHING T HA T 

’a 

GOES TOGETHER. I DON'T SEE WHERE THEY ARE RELATED. 

0. -THAT'S QUITE POSSIBLE. THAT'S WH V I 

ASKED YOU IF YOU SAW ANY OF THE RAGES. I DON'T KNOW THE 
ANSWER TO THAT. THEY ARE CONSECUTIVELY NUMBERED. THA ~ ' B 
ALL I CAN TELL YOU. 

A. AND THERE'S^NO DAT£S AS TO WHEN THEV 

WERE PREPARED. 

0 . RIGHT. 

A. SO IT'S VERY DIFFICULT FOR ME T 0 

ADDRESS THESE. 

Q. BUT YOU RECALL SEEING SOME OF THEM’ 

A. THESE WOULD BE THE TYPE OF SCHEDULES 

THAT I WOULD GENERALLY SEE. BUT I DO NOT RECALL,. 
SPECIFICALLY SEEING ANY OF THESE. 

Q. IN 1984. BROWN 8, WILLIAMSON HAD A 


PROFIT SHAPING n L AN' 


THOMPSON. COULTER. GETTSLFINGER 8. PATEN 
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0 . 


AND THAT'S A LINE I TEH THAT APPEAR; 




2 

3 

A 

5 

6 
7 
6 
9 

.0 


i a 


BEFORE TRADING PROFIT CALCULATIONS' 7 


13 

14 

15 

16 
17 


19 

20 
21 
22 

23 

24 

25 


A . 

0 . 


YES 


(£ege 


LET'S MARK AS (HEGER EXHIBIT 4lVOP 




IDENTIFICATION. THE FIRST PAGE OF UHICH IS A LETTER 
DATED OCTOBER 24, 1984, FROM DR. HUGHES TO DEAR FELLOU 
EMPLOYEE. ’STAMP NUMBERS ARE 164235 THROUGH 44. 

„ CU1HEREUPON. HEGER DEFOS I T I ON EXHIBIT 
41 WAS MARKED FOP IDENTIFICATION.) 

A . OKAY. 

, G. 'FOR 1964 UAS THERE A PERCENTAGE THA~ 

UAS USED TO CALCULATE PROFIT SHARING FOP BROUN S. 

U ILL I ANSON 7 

A . NO. 

0. CAN YOU DESCRIBE HCU YOU UCULD 

CALCULATE THE PROFIT SHARING 7 

A. IN UHA 7- YEAR 7 

G. '64. 

A. 1984 PROFIT SHARING UAS CALCULATED TC 

[ HE SAME AS EVERY YEAR SINCE THE PROFIT SHARING PLAN HAD 
EEN IN EXISTENCE. A 

Q. HOU UAS THAT? 

A. IT'S A FORMULA BASED ON SALARIES' 

TOTAL SALARIES, AND A FORMULA OF EARNINGS FOP THE 
COMPANY. 


0 


THOMPSON, COULTER, GETTELF I N G E R 8. PATEN 
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1 

! Q. 

1 

FOR EXAMPLE, IF YOU LOOK AT T 

HE BACON 


41 • THERE I S 

A LINE ITEM THAT SHOUS PROFIT SHAR 

ING. DO 

3 

,*OU KNOW HOW 

THAT KIND OF FIGURE IS CALCULATED’ 


A 

A . 

MAY I SEE THAT’ 


5 

G . 

YES . 


6 

A . 

MAY I SEE YOUR CALCULATOR’ 


7 

1 0 

1 

SURE . 


8 

A . 

YES, I KNOW. 


9 

0 . 

COULD YOU EXPLAIN *H4” 


1C , 

A . 

JT'S 6 PERCENT OF PROFIT BE^O, 

RE 

11 

TRADING PROF 

T T 


12 

0 . 

THAT'S FOP '84’ 


1 

A , 

YES . 


14 

Q . 

WHEN YOU SAY 6 PERCENT OF PRC 

r I ■ 


1 6 


19 
2D 
2 i 
22 

23 

24 


SE r 0RE TRADING PROFIT, THAT MEANS BE r CRE ALL THE ITEMS 
THAT APE ON THIS SCHEDULE THAT A? C EAP A30UE RRCFI" 
SHAPING THE NET OF THAT NUMBER; IS THAT RIGHTS 
A. RE. 3 EAT THAT STATEMENT-;. 

0. SURE. WHEN YOU SAY 6 PERCENT OF 

fRADING PROFIT, ON THE SCHEDULE THAT US WERE 
DISCUSSING, FOR EXAMPLE, ATTACHED TO FEBRUARY 48 , 1989 

THE 1985 PROJECTED GENERIC TRADING PROFIT, THAT WOULD 

■3 

MEAN THE NET OF THE ITEMS THAT APPEAR BEFORE THE LINE 
ITEM PROFIT SHARING’’ 

A. YES. 
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1 

Q . 


ARE THERE ANY OTHEP ITEMS THAT UOUlD 






NORMALLY GO 

I NT0 

THS CALCULATION OF THE FIGUPE ON UHICH 

3 

Vbu TAKE 6 

PERCENT'’ 

4 

A . 


NO . 

5 

0 . 


OKAY. FOR 1985, DO YOU KNOW HOW IT 

6 

WAS CALCULA 

TED 7 


7 

i? 

A . 


YES . 

a 

Q . 


HOW WAS THAT CALCULATED 7 

9 

A . 


_IT J 5 3 PERCENT. 

ID 

Q . 


OF THE SAME “T G 11 P F c7 

4 4 

A, X 

A . 


YES, RIGHT. 

i '"7 

0 . 


SAME CATEGORY Or FIGURES 7 

1 3 

A . 


RIGHT. 

14 

G . 


AND I THINK IS THAT ~H£ USUAL SORT 

1 w 

OF RULE OF 

THUMB 

LAY THAT '5 USED TO CALCULATE FPOFI" 

1 h 

sharing for 

’’HESF 

KINDS OF STATEMENTS 7 

17 

A . 


YES . 

i 5 

i 

0 . 


CAN WE MARK AS^HEGER EXHIBIT A2 

19 i 

PLEASE, A DOCUMENT, THE FIRST PAGE IS A MEMORANDUM DATED 

2 D 

OCTOBER ID, 

1985 

FROM MR. BRUMLEUE TO MR. HEGER AND A 


21 

22 

23 

24 


NUMBER OF OTHERS. 


THE MEMORANDUM IS STAMP NUMBER 20772D 

0 

AND THE SECOND PAGE OF THE EXHIBIT IS 21. 

(WHEREUPON, HEGEP DEPOSITION E X H I E I r 

42 WAS MARKED FOP IDENTIFICATION.) 

THOMPSON, COULTER, GETTELFINGER l PATEN 
(5D2) 532-1627 

---E 24 - 20623 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


EXHIBIT 4.2'’ 


OKAY . 


DID YOU RECEIVE A COPY OP HEGEP 


YES . 


WITH THE ATTACHMENT? 


YES . 


AND THAT’S MR. BRUMLEVE‘S SIGNATURE' 


I ASSUME SO. 


0. OKAY. AND THE ATTACHMENT TO THE 

fEMOPANDUM IS THE APPROVED 19e6 SUD5ET POSITION POP 


SENEP ICS' 


UDGET FOP 1956 


AS OP OCTOBER THE IDTH THAT WAS THE 


OKAY. CIO IT SUBSEQUENTLY CHANGE IN 


IT MA v HAVE. 


YOU DON’T RECALL' 1 ’ 


I DON'T RECALL. BUT IT MAY HAVE. 


MARK ASfHEGEP EXHIBIT A3 }fOP 


IDENTIFICATION 3 FAGES. THE FIRST OF WHICH IS DATED 
NOVEMBER 2D. 1905. IT’S FROM MP. BRUMLEVE TO MR. WILSON 
AND IT SHOWS IN THE UPPER RIGHT-HAND CORNER IN 
HANDWRITING A COPY WAS GIVEN TO MR. HEGER AND OTHERS. 


STAMP NUMBERS 193653 


( UHER E'J°ON . HEGER DEPOSITION EXHI5 


THOMPSON. COULTER, GETTELFINGER 8. PATEN 
(502) 582-1627 


-0-&24- 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


245 


1 : 

43 UA5 MARKED 

FOP 

IDENTIFICATION. } 


; 





tL 

1 

A . 


OK AY . 


3 

^ Q . 


DID YOU RECEIVE A COPY OF 

THE 

A 

MEMORANDUM? 




5 

A . 


I DON'T RECALL RECEIVING 

THIS . 

6 

Q . 


ON THE SECOND PAGE THERE 

IS A 

7 

SIGNATURE THAT 

APPEARS TO BE MR. BRUMLEVE ; S 

SIGNATURE 

a 

A . 

■r\ 

1 DON'T KNOW MR. BRUMLEVE 

: C 

9 

SIGNATURE. AS 

I 

TESTIFIED EARLIER I UOUlD 

ASSUME THA 


10 i IS HIS SIGNATURE. ° 

11 | 0. ON THE LAST PAGE OF THE DOCUMENT’ 00 

12 | YOU PECOGNIZE ANY OF THE FIGUFES THERE 0 

13 ' A. YES. 

1 4 Q. UHICH ONES 0 _ 

15 A. THE QUANTITIES OP B.k EILLION UNITE. 

1£ ' THOSE WERE OUR BUDGETED QUANT ITIE5 THAT UE HAD FQP I 9£5 

17 | AND WHICH WAS THE ESTIMATE FOR MOST OF THE YEAR 1985. 

18 ! AS PAR AS THE OTHER NUMBERS > I CAN'T SA.Y I RECOGNIZE AN v 


19 

OF 

THEM . 



20 


Q . 

DO YOU RECOGNIZE -- 


21 


A . 

FROM MEMORY. 

V 

22 


Q . 

SORRY. DO YOU RECOGNIZE THE VOLUMES 

23 

AS 

BROKEN OUT BY 

CATEGORY 0 

y> 

24 


A . 

NO- I DO NOT. 

:.yi 

25 


Q. 

I 1 M GOING TO RE ITERATE 

OUR PE0UER ' r FOP 



THOMPSON, 

COULTER) GETTELPINGER S. 

PATEN 




(502) 582-1627 






B24 20625 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


THOSE KINO Or DOCUMENTS - MAST Y. THAT SHOU THE'CATESOPY 
SALES. SUCH AS GPC OP MILITARY THAT KINO OF THING. AND 
THAT'S FOP BOTH 1984 AND 1988'' 

MR. K LOTZ : YOU HAVE GOTTEN EVERY 

DOCUMENT FROM OUR FINANCE PEOPLE THAT EXISTS THAT 

PERTAINS TO GENERICS IN OUR JUDGMENT. AND YOU'VE HAD AN 

1 0 * 

OFFER TO GO IN THERE AND LOOK FOP ANYTHING ELSE. I CAN 
ONLY TELL YOU THAT IF YOU DO NOT HAVE ANY HARD COPY, I 
AM INCLINED TO THINf. IT DOES NO” EXIST, BUT JF IT DOES 
YOU'VE ALREADY HAD r 'OUR INVITATIONS TO COME IN AND LOOK 
FOR IT. 

MR. TCPMAN: YOU UNDERSTAND, I THINK, 


IM IN HIS L E' 


IP. GREEMAN POINTED THOSE DOCUMENTS 


OU T AND — 


MR. K LOTZ; Y 0 L KNOW. 'I'M REALLY NO' 


16 . INTERESTED- IN ALL HONESTY, UHA~ MR. CONDEEN PEGUES'ES 

IT . OF ANYBODY AT THIS POINT. WE'VE HAD AN UNENDING LIST OF 

18 : REQUESTS FROM MR. CCNDREN. EVERY RESPONSE GENERA T ES 6 

19 | MOPE REQUESTS. AND AS I SAID YESTERDAY, WE DECIDED TO 

2D PUT AN END TO THAT ONCE AND FOR ALL BY OFFERING TO YOU 

21 ABOUT 6 WEEKS AGO, IF YOU WANT MORE COST DOCUMENTS WE 

22 WILL MAKE THE ENTIRE DEPARTMENT'S FILES AVAILABLE TO YOU 

0 

23 i DRAWER BY DRAWER AND THEN, YOU KNOU, IF YOU UANT 

i 

24 : SOMETHING YOU CAN GET IT. I DON'T KNOW ANY OTHER WAY T.c 

25 SATISFY THE DEMANDS YOU'VE MADE. 


THOMPSON, COULTER- GETTELFINGER 8. PATEN 
(502) 532-1627 


2 (i S 2 fi 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


MR. TOPMAN: (JELL - I DON'T WAN T T C GE 

INTO -- WE HAD THIS DISCUSSION YESTERDAY, AND SINCE I 
DIDN'T HAVE THE CONVERSATION WITH YOU I'M N0~ IN A 
POSITION TO RESPOND ONE DAY OR ANOTHER TO YOU. I AM IN 

V. ' 

A POSITION HEARING U1HAT JIM SAID YESTERDAY HE WENT TO 
WALTER ANO ASKED FOR THE DOCUMENTS. NOW, I DON'T WANT 


TO WASTE TIME. 


MR. KLOTZ s NO, BUT THAT'S NOT THE WAY 
IT WORKS. WE'RE NOT YOUR ERRAND BOYS. YOU DON'T, JUS" 
ANY TIME YOU WANT SOMETHING- SAY, '‘OH, BY THE WAY WE 
WOULD LIKE THIS." 

MR. TOPMAN: HE WENT OVER TO THE 

COMPANY HEADQUARTERS. 


MR. KLOTZ: RIGH" 


"OU GET TO MAKE 


REQUESTS FOR DOCUMENTS AND WE RESPOND. YOU MADE A 
PEQUES r FOR ALL DOCUMENTS RELATING TO COSTS AND WE SAID 
"THEY ARE ALL THERE, TELL US WHEN YOU WAN T TO COME SEE 
THEM," AND THE — 

MR. TOPMAN: JIM WENT. 

MR. KLOTZ: NO, YOU HAVEN'T DONE IT 


MR. TOPMAN: JIM WENT TO THE COMPANY 

HEADQUARTERS. 

MR. Ki_0TZ: I UNDERSTAND THAT. 


MR. TOPMAN: WITH WALTER FOR THOSE 


THOMPSON, COULTER, GETTELFINGER 8. PATEN 

( 502 ) 582-1627 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


DOCUMENTS 


MR. K LO TZ! THAT'S RIGHT. AND HE 


ArSK ED WALTER SPECIFICALLY TO LOOK FOP THEM. AND HAD I 
BEEN THE PERSON WHO GOT THAT REQUEST, I WOULD HAVE GIVEN 
A DIFFERENT RESPONSE. 

MR. TOPMAN. YOU WEREN'T. 

MR. KL0T7 : THAT'S RIGHT, BUT WALTER 
SAID HE WOULD AND I UNDERSTAND THERE ARE NO SUCH 
DOCUMENTS, BUT IF YOU DON'T ACCEPT THAT 


REPRESENTATION -- 


MR. TOFMAN: IF T HA T 'S -- 


MP. KLOTZ= YOU ARE WELCOME TO COME 


IN AND LOOK DOCUMENT BY DOCUMENT WHAT'S THERE. AND YOU 
HAVE BEEN WELCOMED TO DO THAT /OP 6 WEEKS. AND I DON T 
WANT TO HEAR ANY MOPE ABOUT WHAT DOCUMENTS WE HAVE AND 


MR. TORMAN: WELL, YOU MAY NOT UA 11 


BUT YOU'RE GOING TO. 


’HAT . 


22 1 BEEN PRODUCED. 


MR. KLOTZ: I HAVE NO DOUBT ABOUT 


MR. TOPMAN: BECAUSE THEY HAVE NOT 


MR. KLOTZ: MR. TOPMAN, EVERY OOCUMEN’ 


IN THE FINANCE DE D ARTMENT HAS BEEN AVAILABLE FOR YOUR 
REVIEW BEGINNING 6 WEEKS AGO. SO THAT MEANS THAT EVER v 


THOMPSON, COULTER, GETTELFINGER 8. PATEN 
(5D2 > 582-1627 n n 


9IJ 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


PROTECTIVE ORDER 


COST-RELATED DOCUMENT YOU COULD POSSIBLY HAVE REQUESTED 
HAS BEEN AVAILABLE FOR YOU. 

^ MR. TOPMAN: OKAY. UELL> AS I SAID. 

YOU HAD THAT CONVERSATION, YOU SAY, WITH MR. BARKER 0 

MR. K LO T2 « THAT'S CORRECT, AND I HAVE 
NOT HEARD ANYBODY — 


RESPOND TO IT. 


PLACi 


MR. TOPMAN: PM NOT IN A POSITION TO 


MR. KLOTZ: -- SAY I T DIDN'T DIDN'T 


THAT'S BECAUSE I DIDN'T HAVE THE 


CONVERSATION WITH YOU. I REALLY DON'T WANT TO WASTE 
TIME. YOU'VE GOT MY c OINT. THA"'5 WHAT I WANTED TO 


SAY . 


L E~ ’ S MARK AS/HEGER EXHIBIT LkJ A 


DOCUMENT WI T H S T AME NUMBERS 19S601 THROUGH 7, FIRST PAGE 
IS DATED OCTOBER 1, 1983. IT SHOWS IN THE UPPER 

RIGHT-HAND CORNER A COPY GIVEN TO C . J . H-1 

(WHEREUPON, HEGER DEPOSITION EXHIBIT 
A A WAS MARKED FOR IDENTIFICATION.) 

A. OKAY. v 

0. DID YOU RECEIVE A COPY OF HEGER 


EXHIBIT AA OR ANY PART OF IT 9 


YES . 


DID YOU RECEIVE THE WHOLE THING' 


THOMPSON, COULTER, GETTELFINGER 8. PATEN 
(502) 587-1637 0 n 


8 24 2062-$ 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


I BELIEVE SO. YES 


DID IT REFLECTS A PROPOSAL BY BROWN 


Williamson to spend roughly sia 1/2 million f or 5 high 

F-PFFn PR0TU5 MAKERS; CORRECT’’ 


A. RIGHT. 

G. AND THIS UAS REQUESTED IN OCTOBER OF 

1985’ 

A. _ YES. 

0. DO YOU KNOU WHETHER THE APPROUA^ WAR 

MADE QNL /THAT.-PURCHASE? 


yes. i t wa; 


OKAY. and DID BPOUN 8. WILLIAMSON GO 


AHEAD AND MAKE ARRANGEMENTS TO BUY.THOSE MACHINERY 


T HA T MACHINERY WAS GOING TO BE 


INSTALLED IN MACON; IS THAT RIGHT’ 


1” i 


LET-'S MARK THIS as VHE6EF EXHIBIT 45 


FOR IDENTIFICATION. 


(UHEREUPON. HEGER DEPOSITION EXHIBIT 


45 UAS MARKED FOR IDENTIFICATION.) 


OKAY . 


0. CAN YOU IDENTIFY THIS DOCUMENT’ 

A. NOT 5PECI FICALLY, NO. 

Q. DO YOU RECOGNIZE THE HANDWRITING' 

THOMPSON, COULTER. GETTELFINGER l PATEN 

(5C2) 532-1627 


21T£3{r 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) ERQTECTEDJBYMINNESOTATOBACCO LITIGATION PROTECTIVE ORDER 


Q. I JUST UAN T TO ASK YOU 1 OR 2 THINGS 

I^ORE ABOUT ( tfEGER hTT^ F I COULD. 

THIS IS THE MEMO RESPECTING TH E 
M EETING THAT YOU PREVIOUSLY TESTIFIED ABOUT ON MARCH Ifc, 
1984. TMF MFMD I T S TC A HP_01 T UFP AS ATTFNnTNG THAT 


^MEETING. DO YOU KNOU UHO HE UAS, SIR 7 

A. , YES- AS I TESTIFIED YESTERDAY HE'S ’THF 

DIRECTOR OF TAX AT B.A.T.U.S. 

Q. SORRY. I ASKED THAT BEFORE. 

AND MR. FRANCESCONI 7 
A. YES. 

0. DID HE ATTEND THE MEETING'’ 

A. THIS DOCUMENT SAYS HE DID SO I ASSUME 

HE DID. 

Q. DO YOU RECALL HIM BEING THERE'’ 


DO YOU RECALL- DO YOU 3 *NOU UHO HE IS 7 


UHO UAS HE 7 


A. HE UAS MR. OLIVER'S ASSISTANT'-- AT THAT 

TIME. AND HE UORKED IN THE TAX DEPARTMENT AT B.A.T.U.S. 

0 

0. OKAY. UHEN YOU RECEIVED THIS 

MEMORANDUM FROM MR. D.A. SCHECHTER• DO YOU RECALL ^ 

DISAGREEING UITH ANYTHING IN IT THAT UAS REPORTED AS 

THOMPSON. COULTER, GETTELFINGER 8. FATEN 
_(5 = 2) 582-1427 B24 20 6 31 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


HAPPENING AT THE MEETING’ 

MR. KLOTZ > OBJECT TO THE FORM. 

A. WOULD YOU REPEAT THAT QUESTION’ 

Q. SURE. WHEN YOU RECEIVED THE 

MEMORANDUM, HEGER EXHIBIT 13, DO YOU RECALL WHETHER YOU 
DISAGREED WITH ANYTHING IN IT INSOFAR AS IT REPORTED 
WHAT HAPPENED AT THE MEETING ON MARCH 16, 1964’ 

MR. KLOTZ: OBJECT TO THE FORM. 

T\ 

A. I DON'T RECALL ANYTHING. 

Q. WHAT'S YOUR OBJECTION’ 

MR. KLOTZ: 1 THINK IT'S IMPROPER TO 

ASK WITH RESPECT TO THIS LONG A DOCUMENT WHETHER HE 
DISAGREED UI T H ANYTHING IN IT EITHER NOW OP AT THE TIME 
Q. HAVE YOU EVER MET HERB PEASE’ 


HE'S HEAD OF GPC’ 


0. WHEN DID YOU FIRST MEET MR. PEASE’ 

A. IN THE 5UMMER OF 1965 . 

Q. HAD YOU SPOKEN BY TELEPHONE WITH HIM 

PRIOR TO THAT’ 


OCCURRED’ 


DO YOU RECALL WHERE THAT MEETING 


YES . 


THOMPSON. COULTER, GETTELFINGER 8. PATEN 
(502) 5e2-1627 
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(B&W) PROTECTED BY MINNESOTATOBACCOLITIGATION PROTECTIVE ORDER 


A. BROUN 8 . WILLI AMSON. 

^ Q. WHO ELSE DAS PRE SENT A T THE MEETIN 

BROUN 8. WIL LIAMSON WITH WILLIAM M PPACFT 

A. I CAN ONLY GIVE YOU A PAPTIAU LIST 

MR. 5AN 0EFUP, MR. BUTLER. MR... Pr SSELSj .M B-BEASE x .. OF 

COURSE. A CONSULTANT FOR MR. PEASE. A MAN BY THE NAM 


JIM NELSON — DID I SAY MR. FEBBEL5' 7 


HIS IS ALL 1 CAN RECALL. 

L!_ RIGHT. PRIOR TO THAT MEETING HA 


Q . 

YES 

A . 

T HI 

G . 

ALL 

WITH MP . 

NELS 

A . 

NO . 

0 . 

HAC 


HAC YOU SPOKEN WITH MP. NELSON BY 


TELEPHONE 


0. PRIOR TO THA~ MEETING DO YOU KNOW 

UKETHER ANY500 v at brown's. WILLIAMSON HfAD MET WITH MR. 
PEASE OR MR. NELSON'? 

A . NO . 

0. DO YOU KNOU WHETHER ANYBODY FROM 

BROWN 8. WILLIAMSON PRIOR TO THAT MEETING HAD SPOKEN 
IJITH MR. PEASE OR MR. NELSON' 5 
1 A. YES. 

\ 0. CAN YOU TELL ME WHO. PLEASE* 

I THOMPSON, COULTER, GETTELFINGER &. PATEN 

• (502) 5e2-lA27 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(MW) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


d S 4. 



10 .■ CONVERSATION TOOK PLACE? 

11 A. ARE YOU TALKING ABOUT MONTH, DATE"' 

12 G. AS CLOSE AS YOU CAN GET. 

13 A. i would "'say sometime in THE may, 

14 APRIL, MAY. JUNE TIME FRAME OF 1965. 

15 i C. Okay. UHAT DID MR. SANDEFUR TELL YOU 

16 : ABOUT HIS CONVERSATION WITH MR. NELSON" 

j 

; «-s; 

17 A. THAT MR. NELSON CALLED HIM ANO UA = 


CURIOUS WHETHER BROUN & WILLIAMSON WOULD BE INTERESTED 

T" . .. 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




2 

3 

4 

5 
b 
7 

e 

9 


14 


1 c, 


19 

20 
21 
22 

23 

24 

25 


A. EETWEEN THEN AND THE MEET 1N 7 I 

REFERRED TO EARLIER IN MY TESTIMONY? I'M FOGEY AS TO THf 
EVENTS. 

0. WHAT WAS YOUP UNDEPSTAND ING OF THE 


PURPOSE OF THE MEETING AT BROUN 8. WILLIAMSON' 

A. THE PURPOSE OF THE MEETING WA5 TO SEE 

IF IT WOULD BE MUTUALLY ACCEPTED BY BROWN 8 WILLIAMSON 

--- — - - - — --- 

AND GPC THAT BROWN 8 WILLI AMSON. WJO.U L Q_ BECOME A SUPPLIER 
OF GPC GENERIC CIGARETTES. 


Q . AND PRIOR TO THA~ r MF_ST T NO DID YOU DO 

A N Y PREPARATION Rns t Tr . 

A . YES. 


'OU di; 


A 

G 

A 


AND WHAT WAS THE KIND 0- PREPARATION 


was financial ana_ysis pfe = afa~ion 


DID YOU DO AN ANALYSIS OF GFC' 

NO . 

AT THE MEETING DID YOU MAKE AN CF-E= 


TO GPC WITH RESPtCT TO A REBATE ON CIGARETTES OF GPI 


SHOULD BROWN 8 WILLIAMSON BECOME A SUPPLIER' 

YES . 


A . 
G . 
A . 

G . 


AND WHAT WAS THAT 7 
A DOLLAR 5 CENTS A CARTON 


DID YOU OR AN'ybooy AT THE MEETING ON 

B F , H Ai F .. OF P R 0 U N JW.I LJ_ I A M 5 0 N TELL MR. PEASE HOW LONG 

THOMPSON, COULTER, GE7 t EL~INGFR 8 PATEfft 9 i 0 (j 'l $ 

(5D2 ) 582-14,27 ~ ~ ^ V ‘ 


g£H 20G.35 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


'HAT 0F c EP WOULD LA5 T ' 




; [JUNE OF 1 956 . 


AND HOU LONG 7 


UNTIL JUNE OF 1965. 


NOU, THE MEETING UA5 IN THE SUMMER 0 s 


I’M SORRY, RETRACT THAT. IT WAS UN~IL 


AND SUBSc QUENTL Y DID YOU AT BROUN i 


• U I L L I AMSON RECEIVE^ A LETTER FROM MR. PEASE RESPECTING 


THAT MEETING’ 


AS "AP AS THAT MEETING UE MAY WALE 


BUT I DON’T SFECIFICALL V RECA^u . 


OKAY. LET ME SHOD YOU UHAT 5 BEEN 


PREVIOUSLY MARKED AS BUTLER EXHIBIT 1. 


A. OKAY. YOU'VE SEEN A COPY OF B U T L E : 

• UHICH IS A LETTER FROM MARKETING MANAGEMENT TO MR. 
SANOEFUR. 3 

A . YES. 

I ; 

Q. ALL RIGHT. AND DOES BUTLER 1 HAVE 

| . 

! YOUR HAND UR ITING ON IT? 


ON PAGE 2 THERE'S A 4TH PARAGRAPH DOWN 


. UHIC u STATES, "M.M.I. AND GPC WILL BE RESPONSIBLE FOR ^ 
MAILING VOLUME INCENTIVES TO THOSE CUSTOMERS INVOICED B v 

i THOMPSON, COULTER, GETTELF1NGER 8. PATEN 

f - <502) 552-1627 

—-- 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 | 1&U. THE VOLUME INCENTIVE PATES APE —" THEN IT GIVES 

2 I /the quarterly case sales and a volume incentive and 


3 | / (EVENTS PER CARTON; CORRECT? 


(NODDED HEAD AFFIRMATIVELY.) 


NEXT TO THAT IS A LIST 0= FIGURES. AND 


YOU WROTE THOSE FIGURE5? 


7 f A. THAT'S MY HANDWRITING. 

ji 

8 •; Q. ^ DO THOSE FIGURES REPRESENT THE S 

9^ PERCENT BONUS WHICH IS REFERRED TO ON HEGEP 34" 

10 A. T ASSUME THEY 00. 

Hi C. NOW, IN THE TYPED COLUMN YOU HAVE 

12 ■ DRAWN A LINE AND THEN WRITTEN THE WORD PUBLISHED WHEREAS 

13 IN THE HANDURITTEN COLUMN'THERE IS NO LINE GOING TO THE 

14 WORD PUBLISHED. DOES THAT MEAN THAT YOU EEL I EVE THA¬ 
IS ! THE TYPED COLUMN WAS PUBLISHED TO BROWN £. WILLIAMSON 

14 CUSTOMERS GENERALLY AND THAT THE HANDWRITTEN COLUMN nA = 

17 i NOT^ 

. i 

18 MR. KLOTZ: OBJECT. 

19 i I A. I DON ' T RECALL. 


20 ‘,| Q. YOU DON'T RECALL WHY YOU WROTE 

! 

i i 

21 ii PUBLISHED AND PUT A LINE TYPED ON? 


23 


NO. I DO NOT RECALL. 


IN THE THIRD PARAGRAPH ON PAGE 3.' I 


24 \ REFERS TO. ''IN MY EARLY DISCUSSIONS W.ITH CARL." I: 

25 | ^TOUR UNDERSTANDING THAT HE'S REFERRING TO YOU? 

\ THOMPSON, COULTER. GETTELFINGER &. PATEN 

\ (502) 532-1627 no, * 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




1 

<tL 

3 

4 

5 

6 
7 

a 


: i 


u 


23 

24 

25 


A . 
Q . 


YES . 

OKAY 


NOW. DID THOSE DISCUSSIONS 


dec UR AFTER THE MEETING THAT YOU'VF nESrPIBFn IN 


t nincjyn i f? 

A . 

Q . 


YES 


SO THAT THE MEETING YOU DESCRIBED IN 


LOUISVILLE' HAPPENED PRIOR TO MAY 2D. 1995"' 


A . 
Q . 


YES . 


HOW MANY CONVERSATIONS OP DISCUSSIONS 
DID YOU HAVE WITH MR. PEASE BETWEEN THE TIME OF THE 
LOUISVILLE MEETING AND MR. PEASE'S MAY 2D. 1905 LETTER" 

A. I CAN RECALL ONE CONVERSATION. 

Q. UAS THAT A TELEPHONE CONVERSATION" 

A. TELE = HONE CONVERSATION 

0. DO YOU RECALL HOW MUCH TINE HAD 

elapsed from the n ; n =l> i i ; p hppt r no? 


17 

IB 

19 

20 


IT WAS EITHER the SAME DA v OR I T WAP 


THE NEX T DA- 

Q . 

A . 

Q . 

A . 


OKAY. AND WHO CALLED WHOM 7 


HERB PEASE CALLED ME. 


AND WHAT DID MR. PEASE BAY TO,, YOU? 

MR. PEASE SAID A NUMBEP OF THINGS THAT 

3 


|S SPECIFIED IN THIS DOCUMENT. AND I WOULD CHARACTEPI 

jlT AS A VEPY RAMELING CONVERSATION. 

Q. WHAT DID YOU SAY TQ MR. PEASE? 

THOMPSON, COULTER. GETTELFINGEP l PATEN 
(5 D2) 5S2-1&27 
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I LISTENED.- AND THAT UAS BASICALLY I' 


DID VQU SAY YOU MOULD GET BACK TO HIM" 7 


I DON'T RECALL. 


OKAY. DID BROUN 4 WILLIAMSON DRAFT A 


LETTER TO MR. PEASE FOLLOWING THE LOUISVILLE MEETING IN- 


MAY OF '85' 


LET ME REPHPASE THAT. 


FOLLOWING THE FIR5T LOUISVILLE 


MEETING DID BROUN 4 WILLIAMSON SEND MR. REASc A LETTER 
RESPECTING THAT MEETING? 

MR. K LOT7: OBJECT TO THE FORM. 

A. WE MAY HAVE . BUT J DON' T SPECIFICALLY 

RECALL. 

Q. LET ME SHOW YOU WHAT'S PREVIOUSLY BEEN 


MARKED AS/REASE EXHIBIT 


IT'S A LETTFP DATED MAv 23 ■■ 


1985. FROM MR. SANDERUR TQ MR. REARS. 


OK A Y . 


DID YOU RECEIVE A COPY OF THIS LET": 


’ROM MR. FEASE DATED MAY 23. 1985' 


I DON'T KNOW IF I RECEIVED A COPY BUT 


I PREVIOUSLY READ IT. 


OUT t 


DID YOU READ IT BEFORE IT WAS BENT 


I DON'T RECALL. 


DID YOU PARTICIPATE IN ITS DRAFTING' 


THOMPSON. COULTER. GETTELFINGER 4 PATEN 
(502) 582-1 £ 27 


E24 2CS39 
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Q. IF YOU LOOK AT PAGE 2-THERE IS A 

Sentence there that says, "currently these rebatfs are 

DOLLAR PER CARTON FOR 20Q* ODD MINIMUM ANNUAL CASES AND 

C' 

95 CENTS A CARTON 

A. YES. 

G.'*' FOR 100,000 MINIMUM ANNUAL CASES. 

DID YOU OP ANYBODY IN YOUR DEPARTMENT 
GET INVOLVED IN DEVELOPING THOSE FIGURES^ 

A. NOT TO MY KNOWLEDGE. 

C. LET ME SHOW YOU WHAT'S BEEN PREVIOUS^' 

MARKED Af^PEASE EXHIBIT IT ‘S A LETTER D* T ED MAY 2D 


MAY UHA' 


2D. 19S5« FROM KIMBERLY PFASE TO MR. 


SANDEFUR AND SHOWS A C.C. TO YOU. 


OKAY . 


DID YOU RECEIVE A --3 


YES . 


PEASE 7 


■- COPY OF THIS LETTER FROM MISS 


YES . 


| Q. WOULD YOU MARK THIS A^ HEGER EXHIB IT 

j ^^ FOR IDENTIFICATION. IT'S ENTITLED. "COMPARATIVE GP(^ 

1 GENERIC CONTRIBUTION SCENARIOS." STAMP NUMBERS EC306“. 

i 

| THOMPSON, COUL T ER, GETTELFINGER & FATEN 

i <502) 582-1627 

1 ' BZ~4~2tr6TG 
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1 

' 

n 

i 

3 

4 

5 ! 

I 

I 

6 | 
7 ! 


< WHEREUPON > HE5ER DEPOSITION EXHIBIT 
46 WAS NARKED FOP IDENTIFICATION.) 

^ A. OKAY. 

Q. IN THE LEFT-HAND TOP PART OF THE PAGE 

THERE IS SONE HANDWRITING. CAN YOU IDENTIFY THE 
HANDWRITING’’ 

A I THINK THAT’S NR. BACON’S. 


I 

6 Q. CAN YOU IDENTIFY THE HANDWRITING ON 

9 j THE RIGHT-HAND SIDE OF THE PAGE’ 


ID 


A . 

3 BELIEVE THAT’S ALSO NR. BACON’S. 

11 


Q . 

COULD YOU READ THE HANDWRITING IN THE 

L i 

LEFT-HAND SIDE- 

P L E AS E’ 

13 


A . 

COULD I 'READ IT’ 

1 4 


Q . 

YEE. 

15 


A . 

- v CARRYING COSTS 40 TO 7Q CENTS PEP N. 

14 

narketI 

NG COSTS 

> INCREASE OVERHEADS SAVE SO CEN’S.” 

1 7 


0 . 

THE INITIALS ON THE LOWER LEFT-HAND 

IS 

CORNER, 

T . W . W . 

4-ie-’S5, ARE THOSE THE ."INITIALS OF TON 

19 

WILSON’ 



20 


A . 

YES. 

21 


Q . 

AND MR. WILSON IS IN WHAT POS-ITION, 

22 

WAS IN 

WHAT POSITION AT BROWN & WILLIAMSON IN JUNE OF 

23 

’ 85? 


<) 

24 


A . 

HE WAS THE BUDGET MANAGER. 

25 


0 . 

AFTER THE MAY 23 LETTEP FROM BROWN t 


THONPSON i COULTER, GETTELFINGER *> PATEN 
<502) 562-1427 

£2420641 
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1 WILLIAMSON TO GPC, DID YOU HAVE ANY FUPTHEP 
2^ COMMUNICATIONS UITH ANYBODY FROM GPC OP ITS 

3 ! REPRESENT AT IVES 7 

i 

4 . | A. DID I -- WOULD YOU REPEAT THE 

5 | QUESTION. PLEASE 7 

6 j Q. SURE. WOULD YOU READ IT BACK. PLEASE 7 

7 | (WHEREUPON, THE REPORTER THEN READ 

B ! THE RECORD.> 

9 A. OVER WHAT PERIOD CP TIME - DOES THAT 

ID QUESTION REFER TOT:- 

11 Q. THROUGH JULY OF 1965. 

12 ' A. I DON'T SPECIFICALLY RECALL. THE TIME 

13 FRAME AS TO WHAT HAPPENED IN JUNE AND JULY OF 1965.' 

14. G. DO YOU RECALL THAT THE COMMUNICATIONS 

15 THAT YOU MAY HAVE HAD CONCERNED BROWN 8. WILLIAMSON 


Ik ' MANUFACTURING GPC GENERIC CIGARE'TEE" 

17 ; A. 1 DON'T RECALL ANY COMMUNICATION THAT 

IS ; SPECIFIC TO B8.W MANUFACTURING OF GPC CIGARETTES . 
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3 

4 

5 
k 
7 
S 
9 

.0 


13 


17 

18 

19 

20 
21 
22 

23 

24 


! FURTHEF MEETINGS WITH EITHER MR. PEASE OR ANY OTHER 
; REPRESENTAT I VE OF GPC° 

A. YES. 

Q. WHEN WAS THE NEXT MEETING AFTER THE 


I LOUISVILLE MEET I NG 7 

: v---- 

1 A. I DON'T SPECIFICALLY RECALL. 

I 

Q.-' DO YOU RECALL HOW LONG AFTER THE 

i 

; LOUISVILLE MEETING OCCURRED' 7 

' A. I WOULD SAY IT WAS WITHIN THE NEX' 


OP & WEEKS OR. BOOMER. 


Q . 
A . 


WHERE WAS THAT MEETING HELD 0 
LITTLE ROCK > ARKANSAS. 

AND WHO"ATTENDED THAT MEETING 0 

JIM NELSON* MR. SANDEFUR■ MR. BUTLER 


15 AND MY5E! 


Q . DO YOU KNOW HOW THAT MEE T !NG WAS SET 

jUR OR ARRANGED FOR° 

A. I BELIEVE THE MEETING? WAS SET UP AS A 

RESULT OF QUESTIONS BY MR. NELSON PERTAINING TO B4W 
BECOMING A S U P ° LIER OF GPC CIGARETTES, 
f Q. DO YOU KNOW WHO HE ADDRESSED ..THOSE 

| QUESTIONS TO° 

\ A. MR. SANDEFUR. 

j Q. SO MR. NELSON AND MR. SANDEFUR SR OK E „ 


Ij PRIOR TO THE SECOND MEETING 0 

i 

THOMPSON * COULTER * GETTELF INGER 8. PATEN 
<5D2) 582-14,27 
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A. the best of my recollection. 

I 

Q. ALL RIGHT. AND DO YOU RECALL — DID 

MR. SANDEFUR TELL YOU UHA" THE SUBSTANCE OF T HA T 
CONVERSATION UA5 UITH MR. NELSON'’ 

! ' A. I DON'T RECALL. 

| Q. DO YOU HAVE ANY INFORMATION ABOUT THE 

i-rv 

; SUBSTANCE OF THAT CONVERSATION*’ 


MR. NELSON NOL" 


MR. KLOTZ : BETUEEN MR. SANDEFUR AND 


YES . 


I DON'T RECAL 


AFTER MEETING MR. NELSON DID YOU MAKE 


ANY INQUIRY INTO HIS BACKGROUND AND QUALIFICATIONS' 7 
A . DID I^ 

Q. YES. OR BROUN S. UIlLIAMSON. 

A. AFTER UHICH MEETING" 

Q. AFTER THE FIRS" MEETING. 

A. I DON'T RECALL DOING ANYTHING LIKE 

THAT NOR DO I RECALL ANYONE IN THE COMPANY DOING THAT 
Q. AT ANY TIME" 


A" ANY TIME 


HOU LONG DID THE MEETING LAST IN 


LITTLE ROCK’ 


AR n ROXIMA' 


ONE HOUR. 


AND UAS ANY AGREEMENT REACHED AT THIS 


-HOMFSON. COULTER. GETTELFINGER S. PATEN 
( 502 ) 550-1627 
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MEET I NS BETWEEN GPC AND _BRJ2 Will. 


MEETINGS 


HOW WAS IT LE^T AT THE END 0- THE 


IT WAS LEFT THAT MR. NELSON WOULD GE‘ 


IBACK TO MR. SANDEFUR. 


Q AND WHAT WAS MR. NELSON GOING TO GET 

B AC K TO MP. SANDEFUR ABOUT" 7 

A. HE WAS GOING TO T-.K TO — SORP v . 

JIM NELSON WAS GOING TO TALK TO MR. PEASE AEOUT A 
DIFFERENT CONCEPT THAN WHAT HAD PREVIOUSLY BEEN 


ISCUSSED. 


AND WHAT WAS THAT CONCEPT 


A. THAT CONCEPT WAS THAT SPOWN 8. 

JILLIAMSON WOULD MANUFACTURE UNDER LICENSE ALL OF THE 
5PC CIGARETTES. 

| Q. AND THAT NONE OF THE CIGARETTES WOULD 

BE MANUFACTURED FOR GPC BY LIGGETT 7 , 


Q. DID MR. NELSON 5AY AT THE MEETING 

TH S.T HE HAD DISCUSSED THAT CONCEPT PREVIOUSLY W.ITH MR 
PE °\SE i A LICENSING CONCEPT? 

A. NOT THAT I RECALL. 

0. WAS IT RAISED BY MR. SANDEFUR 7 


THOMPSON. COULTER. GETTELFINGER 8. PATEN 
(502) 582-1627 
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AND IN RESPONSE NR. NELSON SAID. "I 


<AOE to talk TO MR. PEASE- 


YES . 


Q. DID MR. SANDEFUR SAY HOW MUCH A 

-ICENSINS FEE BROUN l WILLIAMSON UAS WILLING TO CONSIDER 
! AY ING FOR THAT ARRANGMENT? 


AND WHAT UAS THAT FIGURE' 


IE FIGURE WAS *1.05 PER THOUSAND 


IGARETTE5 


THAT'S THE SAME FIGURE THAT UAS 


I5CU55ED AT THE FIRST MEETING WHICH WOULD BE PAID IN 


’HE FORM OF A LCLUME REBATE: CORRECT' 


MR. KLOTZ: OBJECT TO THE FORM 


WOULD YOU READ BACK THE QUESTION 


please 0 


(WHEREUPON, THE REPORTER THEN READ THE 


RECORD.) 


ANSWER WAS NO. 


SORRY 


MR. KLOTZ. MY OBJECTION AND HIS 


ONE MOPE ANSWER BACK THEN, PLEASE 


(UHERERON, THE PEPORTE= THEN READ ThE 


RECORD.) 


’HOMPSON, COULTER, GETTELFJNGER 8. PATEN 

(5D2 ) 5e2-li27 
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Q . s£ND I T 1 5 $1 . 05 i THE LICENSING FIGUR E: 

WAS 41.05 PER THOUSAND CIGARETTES* THE REBATE FIGUPE UAS 

r~ 1 ■ ■ -——■— -— 

.is r i~T n r\P~ rr 'r n 

A . THAT'S CORRECT. 

Q . .OKAY, SO THE LICENSING FEE UAS Cl 

CE NTS A CA RTON? 

A YES . 

Q. OKAY. 

.p 

0. AFTEP THE LITTLE ROCK MEETING WERE 

THERE any s ubsequent meetings BETWEEN you and _■ 

REPRESENT AT IVES OF GFC' 7 

A. THERE WERE MOPE MEETINGS IN 

LOUISVILLE AND ALSO THERE''LIAS A MEET ING THAT I ATTEND E D 
IN FO RT WORTH DURING THE SUMMER OF 1965. 

0. IJCRE THOSE MEETINGS PRIOR TO THE TI M E 

THAT BROUN 8. UILL IAM SON GPC EXECUTED THE I R CONTRACT 7 

A. I DON'T BELIEVE THE ONE IN FORT WCR~>- 

WAS * AND I'M NOT SURE ABOUT THE ONE IN LOUISVILLE. 

Q. THE NEGOTIATIONS FOR BROUN l 

WILLIAMSON TO BECOME A SUPPLIER POR GPC GENERIC 
CIGARETTES EVENTUALLY CULMINATED INTO A CONTRACT BETWEEN 


1 9 

Q . 

i 

20 

> WILLIAMSON 

21 

1 

i CIGARETTES 

1 

22 

| THE PARTIES 

23 

i A . 

i 

M 

Q . 

25 

• PREVIOUSLY 


A. YES. 

Q. I WANT TO SH OW YOU WHAT'S BEEN 

PREVIOUSLY MARKED A A APPEARS ALSO AS 

THOMPSON, COULTER, GETTELFI NGcP 8. PATEN 
(502) SB2-1627 
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PEASE 3D. 


YES . 


IS THAT THE CONTRACT THAT YOU 


REFERRED TO JUST NOW BETWEEN GPC AND BROUN 8. WILLIAMSON' 
A . YES. 

Q. DID MR. NELSON AFTER THAT MEETING IN 

Little rock get back to brown i uilliamson in response 


TO THE LICENSING CONCERT 7 


YES . 


DO V 0U KNOW TO WHOM HE SPOKE 7 


IT WAS EITHER TO MR. SANDEFUR OR TC 


MYSELF. 


KNOW WHAT HE SAID' 


DO YOU RECALL WHAT HE SAID OR DC YOU 


A. I DON'T RECALL WHO HE CALLED, 

a. DID YOU LEARN OF EITHER -- DID YOU 

LEARN WHAT THE RESPONSE WAS OF GPC 7 

A. JHE RESPONSE FROM GPC_~s WAS THAT 

CONCEPTUALLY THEY WERE WILLING TO PURSUE THE IDEA THAI 

1W AS DIS CUSSED IN LITTLE ROC K._ 

Q. OKAY. DID YOU HAVE ANY FURTHER 

DISCUS5IONS WITH MR. NELSON WITH RESPECT TO THAT 7 
A. YES. 

Q. DID YOU HAVE ANY DISCUSSIONS WITH M? 

1FEASE WITH RESPECT TO THAT 7 


THOMPSON, COULTER, GETTELFINGER 8, PATEN 
(5D2 ) 5B2-1S27 r 
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NO, NOT THAT I CAN RECALL. 


ALL RIGHT. JUST FOR CLARIF I CAT I ON 


UWEN YOU HAVE BEEN REFERRING TO MR. PEASE, THAT'5 A 
REFERENCE TO HERBERT PEA5E, SENIOR? 

A. YES. 

Q. WHEN WAS THE NEXT TIME YOU SPOKE TO 

MR. NELSON'? DO YOU RECALL 7 

| MR. K L0T7 • AFTER LITTLE ROCK OR 


SAF7EP WHAT? 


AFTER LITTLE ROCK. 


I 5PCKE TO MR_ NELSO-N.-SE.VE.RAl. TIMES 


OVER THE NEXT COUPLE OF WEEKS. 


C0NVER5ATIONS' 


AND WHAT WAS THE SUBSTANCE OF THOSE 


JUS T CLARIFYING HOU AN ARRANGMENT 


COULD BE MADE THAT WOULD RESULT IN SOME T^PJ OF AN 


.ARRANGMENT LIKE WE DISCUSSED IN LITTLE POCK 


0. IN THE MEETING A T LIT-TLE POCK, WAS 

!.THERE A DISCUSSION THAT THE LICENSING ARRANGMENT WOULD 

; j 

| : BE -- WOULD HAVE A .GUARANTE E TERM TO IT 7 
A. YES, CONCEPTUALLY. 

|i 

Q. CONCEPTUALLY THAT GUARANTEED TERM 

WOULD BE IN TERMS OF THE NUMBER OF YEARS 7 
A. YES. 


Q. DID YOU HAVE ANY DISCUSSIONS WITH MR. 

THOMPSON, COULTER, GETTELFINGER 8. PATEN 
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! R I TC HARD ABOUT THIS'’ 


YES . 


ISCUSSIONS? 


DO YOU RECALL WHEN YOU HAD THOSE 


GENERALLY IT WAS DURING THE — ALL 


jlDURING THE NEGOTIATING PROCESS 


DID HE EXPPESS CONCERNS A30UT DOING 


■THE DEAL WITH GPC' 


MR. K LOTZ * OBJECT TO THE FORM. 

A. ;HE HAD A NUMBER OF BUS I NE S5-R EL AT ED 

IOMMERCIAL QUESTIONS CONCERNING THE DEAL. YES. 

Q. UAS ONE OF THEM THAT IN ORDEP TO 

ianufacture the GFC CIGARETTES in the volume 
ANTICIPATED. THAT SOME OF THE BRANDED CIGARETTES UOU) D 
AVE TO BE MOVED FROM MACON TO PETERSBURG FOP 
IANUFACTURE" 

. A. I DON'T RECALL THE S=ECIFIC CONCERNS. 

0. YOU DON'T RECALL ANY yD F THE CONCERNS' 

A. DO I RECALL ANY OF HIS CONCERNS 7 


A. HE WAS CERNTAINLY CONCERNED ABOUT THE 

PROFITABILITY OF THE CONCEPT. HE UAS CONCERNED. AS I 

RECALL. AS TO THE AMOUNT OF THE LICENSING FEE. I C*AN ' T 

j! EC ALL ANYTHING ELSE SPECIFIC. 

Q. DID HE EXPRESS DISFAVOR AS TO THE IDEA 

THOMPSON, COULTER. GETTELFINGER &. PATEN 
(507) 582-16,77 
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|OF A LONG-TERM GUARANTEE 7 


YES, HE DID. 


DOES THE CONTRACT BETWEEN GPC AND 


IBPOWN 8. WILLIAMSON IN FACT HAVE A GUARANTEE FOR A OR 5 


YEARS 7 


YES . 


LET'S MARK AS REGER EXHIBIT 47 


I HANDWRITTEN PAGES STAMP NUMBER 1612301 


JUG H 309. 


(WHEREUPON. HEGFR DEPOSITION EXHIBIT 


i 47 WAS MASKED FOR -‘IDENTIFICATION.) 


HAVE YOU REVIEWED WHAT'S BEEN MARKED 


AS HEGER EXHIBIT 47' 


APE "HESS YOUR HANDWRITTEN NOTES 7 


WOULD YOU TURN TO THE SECOND PAGE 


AND THERE IS A DATE Oj\i THE RIGHT-HAND 


IDE WHICH SAYS 6-11- 1 SB. 


YES . 


WOULD YOU READ THE NOTES THAT YOU 


JROTE, PLEASE ? 


A. FROM THE TOP OF THE PAGE IN'? 

0. NC> FROM THE DATE DOWN. 

A. "LOTS OF NOTES, CALL TOMORROW OR 

TH0MP50Ni COULTER, GcTTELFINGER & PATEN 

(50? > 582-1627 n „ . , 
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[ HUR5DAY, NO BIG PROBLEM, NOT COMPLETE LIST, HAVEN ; T 
ORKED OUT LITTLE ROCK TRIP, VERY CLOSE > HAVEN'T GOT AL 
D^ICTS IN A ROU, MORE SUBSTANTIAL ISSUES FACE TO FACE 
WITH TOMMY, FEU IN NUMBER, HERB DUE BACK 13TH, VISIT 
TOMMY ON FRIDAY, VISIT HERB PEASE ON SATURDAY." 


NOTES? 


IS THAT THE END OF THAT SECTION OF THE 


THE NEXT PAGE SAYS 4-12 AND THE 


PREVIOUS FAGE SAYS 4-17 SO I UOULD ASSUME THAT'S THE END 


OF THE NOTES. 


OKAY. UHERE IT SAYS, "VISIT HERB 


PEASE ON SATURDAY," WHAT DOES THAT REFER TO? 

A. I BELIEVE THAT REFERS TO MP. NELSON 

SAYING THAT HE FLANS TO VISIT HERB PEASE ON SATURDAY. 

Q. APE THESE NOTES OF A CONVERSATION v; 

HAD WITH MR. NELSON ON JUNE 11. \9 fi S ? 


0. THE NEXT PAGE OF THE -NC T E 15 HEADED IN 

THE RIGHT-HAND CORNER JUNE 12- 19BS; CORRECTS 


A. YES. 

G. ARE THESE NOTES OF A MEETING OR 

TELEPHONE CONVERSATION YOU HAD 7 

A. I ^BELIEVE THIS MUST BE ANOTHER PHONE 

CALL FROM JIM NELSON. 

- - ~ -- 

Q. BY THE LAY, ON THE PRIOR PAGE THERE 


THOMPSON, COULTER, GETTEL !r INGER 8. PATEN 

(502) 532-1427 ni 
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! 273 

1 | ARE 2 TELEPHONE NUMBER5 WITH JIN NELSON'S NAME IN 

i 

j 

2 i BETWEEN THEM. ARE THOSE MR. NELSON'S TELEPHONE NUMBER? 7 


3 

4 

5 
h 
7 

a 

9 


10 



A . 

I BELIEVE 

THEY ARE. 



Q . 

ONE IS HIS 

HOME AND ONE IS 

HIS OFFICE 


A . 

I BELIEVE 

THAT'S CORRECT. 


I 

Q . 

COULD YOU 

PLEASE READ YOUR 

NOTES OF 

i OUR 

TELEPHONE 

CONVERSATION 

WITH MR. NELSON 

ON JUNE 12, 


i 9es? 

A. "L.R. 4:15 TO 4:30. 

>1. NO DISCUSSED WITH K.R.H. HIS 


11 


14 

15 
1 6 


ia 

19 

20 
21 
22 


23 


24 

25 


: THOUGHTS. 

i 

. "1, TOMMY'S LETTER. 

"1, TERMINATION NOTICE - 90 DAYS NC T 
1 .ONG ENOUGH LONGER. 

[ " 2 , INDEMNIFY - MORE-- IT LOOKS LIKE 

1 A UOR 0 WAS STARTED; S.P. AND S r OFS - HOLD IN 

: ABEYANCE. 

“ 3i SELLING PRICE - CAN'T ACCURATELY 
j RECALL AMEND. STRUCTURE OF THE MARKET CHANGES $1 PER M. 

| "4, CUSTOMER SIGN? 

! 

| " 5 > POP - REOPENED - COST. 

I 

| START-UP - BRACKETS. 

j 

| "6 P.M. LITTLE ROCK EXCELSIOR. THREE 

I'sTATEHOUSE PLAZA, 5 C1 -375-5 0 0 C . " 

j \ 0. OKAY. UERE THESE THOUGHTS THAT MR. 

! THOMPSON, COULTER, GETTELFINGcR 8. PATEN 

j <5C2) 552-1B29 B 24 20653 
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i ! 

NELSON 

EXPRES 

BED TO YOU UITH RESPECT 

TO MR. SANDEFUP ' S 

i 

* \ 
2 

LETTER 

TO MR . 

FEASE OF MAY 23? 


3 

P> 

A . 

APPARENTLY, YES. 


A 


Q . 

IN THE FIRST NUMBER 

1 , THE REFERENCE 

5 

TO K OR 

H IS 

A REFERENCE TO KIMBERLY 

PEASE AND HERB 

6 

PEASE? 




7 

! 

A 

YES . 



8 j Q. THE NEXT PAGE OF THE NOTES, IS THAT A 

? ! CONTINUATION OF YOUR CONVERSATION UITH MR. NELSON ON 

10 ! JUNE 12, 1985? T 


11 A. THE PRIOR CONVERSATION HAS JUNE ThE 

12 : 11TK. 

13 WHAT WAS YOUR QUESTION’’ MAYBE YOU 
14. BETTER REFEAT THE QUE5 T I0N. 

15 Q. i JUST WANT TO MAKE SURE UE HAVE IT 

16 CLEAR. 

17 AS I UNDERSTOOD IT, AND CORRECT ME IF 
IS ; THIS IS INCORRECT, MR. HEGERy THAT YOU fIRST HAD A 

19 I CONVERSATION ON 6-ll-’85 AND THAT IS REFLECTED IN YOUR 

20 ' NOTES ON THE SECOND PAGE OF THIS EXHIBIT? 

j 

21 ■ A. YES. 

j 

22 j Q. YOU THEN HAD ANOTHER CONVERSATION L) I T 

I * 

23 j MR. NELSON ON JUNE 12, 1985? 

2A : A. YES. 

25 ( Q. AND THAT CONVERSATION IS REFLECTED IN 
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2 7 5 

1 

YOUR NOTES ON 

THE THIRD PAGE OF THE EXHIBIT 7 


A . 

YES - 

3 

^ 0. 

AND MY QUESTION 15= THE NEXT PAGE OF 

u 

THE EXHIBIT PAGE A, WHICH BEGINS. "1, HERB." DO THOSE 

5 

NOTES RELATE 

TO YOUR CONVERSATION WITH MR. NELSON ON 

k 

JUNE 12 OR ARE THEY SEPARATE 7 

7 

A 

I DON’T RECALL. 

a 

Q . 

UOULD YOU READ YOUR NOTES ON THE ATH 

9 

PAGE 0 


10 

A . 

"1, HERB - k BILLION UNITS 

11 

substantia:. . 


1 z 


MECHANICS - S8.U FLEXIBILITY NOT TO 

13 

BE TIED IN - 

HERB LONG-TERM STAND IN BOTH SHOES." 

1A 

n 

N* . 

DO YOU KNOW WHAT THAT PHFASE MEANS. 

IS 

"STAND IN EOT 

H SHOES"' 0 

Ik 

A . 

NO . 

17 

Q . 

THE REFERENCE TO PARAGRAPH 2, "HERB 

1 5 

LONG-TERM" IS 

A REFERENCE TO PEASE; CORRECT ? 

19 

f 

A . 

! 

I ASSUME SC. 

20 

Q . 

THE NEXT PAGE OF YOUR NOTES IN THE 

21 

j UPPER RIGHT-HAND CORNER THERE IS A DATE OF 6-2Q-’85° 

22 

A . 

YES . 

23 

0 . 

JUNE 20. 1985. 

24 

I 

AND IT THEN S A YS j "TOPICS POP 

-4% 

25 

DISCUSSION;" 

i 

CORRECT 0 
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DISCUSSION? 


UA IT A MINUTE. 


YES . 


1*11TH WHOM WERE THOSE TO BE TOPICS FOP 


MR. SANDEFUR. 


NOU. GOING BACK TO THE VERY FIRST PAGE 


l OF YOUR NOTES. THEY. 


INE 17, 1905; CORREC' 


0. ALL RIGHT. DO THEY REFLECT A MEETING 

YOU attended or a TELEPHONE conversation you reported 


THE WITNESS^ COULD I ASK A QUESTION? 


MY MIND 


! MEETING WAS' 


. KL0T2! OF HIM OR ME' 


THE WT T NESS; T 0 CLARIFY SOMETHING !N 


MR. K l 0 T 7: SURE 


DO YOU KNOW WHEN THE LITTLE ROCK 


NO. THE ONLY THING I KNOW IS THAT YOU 


HAVE A REFERENCE IN YOUR JUNE ID NOTES TO THE LITTLE 
ROCK LOCATION. 

A. OKAY. CONTINUE YOUR QUESTIONS. 

MR. KLOTZ; HIS QUESTION UAS= ARE 

THESE NOTES OF A MEETING OR NOTES OF A TELEPHONE 

CONVERSATION OR SOMETHING ELSE OR YOU DON'T K NOU? 
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A. AS FAR AS THIS FIRST PAGE I DO NOT 

RECALL. I THINK THAT IT'S A TELEPHONE CONVERSATION. BU T 


£ DON'T RECALL. 


OKAY. CAN YOU READ THE NOTES FOR ME 


YOUR HANDWRITTEN NOTES 7 


"6-17-'85. CALL HERB PEASE - 


WEDNESDAY.'* UE PAY REBATES^ HERB GETS 21 CENTS." 

r — 

THE NEXT LINE I CAN'T MAKE OUT. 


THE NEXT LINE I C AN ‘ T MAKE OU~. 


COFE-MARK 


PRODUCTS. 


HEALTH . ■" 


THE NEXT LINE SAYS. "*2.50 JEOFARI 


THE NEXT LIEN IS. "GPC - TOBACC' 


THE NEXT LINE IS. "JIM NELSON." 


THE NEXT LINE IS. "CLEAN BILL 0 : 


'HE NEXT LINE IS EXCLUSIVITY ONE 


L8.M GAVE GPC EXCLUSIVITY." 


FOR BOTH. 


THE NEXT LINE. "COMMERCIAL - GOOD EOF 


"MAJOR CONCERN - NEED TO GO FAST 


PRICE INCREASE - DISPARITY EQUITY PARITY PRICING. BACK¬ 
UP PLAN 8.7 BILLION. GPC COMPETITIVE REBATE. 

"B8.W. 3 YEARS HAVE TO REDUCE REBATES 

SZ.50." 
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THE 2.50 RELATES TO THE STATEMENT HOW 


70 REDUCE RE3ATES OR IS THAT SEPARATE' 7 


MR. KLOTZ ! OBJECT TO THE FORM. 


I DON'T KNOW. 


WHERE IT SAYS. "HERB GETS 21 CENTS." 


IS THAT A REFERENCE TO THE LICENSING FEE 7 


Q. SO THAT BY JUNE 17. 19B5> IS IT FAIR 

TO PROCEED ON THE BASIS THAT THE LITTLE ROCK MEETING HAD 
OCCURRED 7 

A. I BELIEVE THAT'S CORRECT. 

Q. WHERE IT SAYS AT THE TOP, "CALL HERB 

P. WEDNESDAY." T HAT'S A REFERENCE TO MP. PEASE 7 


Q. DO YOU RECALL WHETHER V 0U DID IN PACT 

SP'EAK TO MR. PEASE FOLLOWING THE MEETING IN LITTLE ROCK' 
A. I DID NOT CALL MR. PEASE. I DON'T 

RECALL CALLING MR. PEA5E. I THINK THAT, MEANS THAT MP 
NELSON WAS GOING TO CALL MR. PEASE. 

G. nr. vnu rum.i i.ihftm~c MR . P'EASE 


FOLLOWING THE LITTLE ROCK MEETING IN THE TIME PERIOD 
THAT WE ARE N OW, IN JU NE, ROUGHLY GAVE MR. NELSON THE 
OKAY ON THE L ICENSI NG AGRE EMENT CONCEPT 7 

MR. KLOTZ: CAN I HEAR THAT BACK 7 

(UHEREUFON, THE REPORTER THEN READ THE 
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RECORD.) 


RECORD.) 


MR. K LOTZ : OBJECT TO THE FORM. 


WOULD YOU REPEAT IT ONE MORE TIME' 


(WHEREUPON, THE REPORTER THEN READ THF 


MY UNDERSTANDING IS THAT MR. PEASE 


GAVE MR. MELSON THE OKAY TO PURSUE THAT CONCEF 


AND WOULD THAT HAVE BEEN RELATIVELY 


SHORTLY AFTER THE LITTLE ROCK MEETING' 


YES . 


JE'RE TALKING DAYS, I TAKE IT? 


AND THAT WAS LEARNED THROUGH 


CONVERSATIONS WITH MR. NELSON' 


'HE REFERENCE TO, "2.50 JEOPARDY 


CORE-MARK" IN YOUR NOTES, WHAT DOES THAT MFAN? 


I DON'T RECALL. 


WAS CORE-MARK THEN A CUSTOMER OF BROWN 


S. WILLIAMSON FOR ITS GENERIC CIGARETTES' 


I BELIEVE THEY WERE. 


Q. WERE THEY RECEIVING A REBATE? 

A. CERTAINLY. 

Q. WERE THEY RECEIVING A REBATE OF 2.50?. 

MR. KLOTZ: OBJECT TO THE FORM. 
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WAS? 


PER THOUSAND CIGARETTES' 


! DON'T RECALL. 


YOU DON'T RECALL WHAT THEIR REBATE 


NO, I DON'T RECALL. 


UNDER JIM NELSON'S NAME YOU WROTE, 


r CLEAN BILL' OF HEALTH"? 


YES . 


Q. WHAT DOES THAT MEAN? 

A. -i BELIEVE THAT MEANS THAT MR. NELSON 

;aid that there was no FROBLEM with the agreement THA’ 

IRC HAD WITH L8.M. 

Q. NO PROBLEM IN THE SENSE THAT — 

A. CONTRACTUALLY. 

Q. GrC COULD TERMINATE THE CONTRACT W!~- 

. I GGETT 


AND IS THAT WHAT THE -NEXT SENTENC 


/RELATES TO ABOUT EXCLUSIVITY? 


MR. KLOTZs OBJECT TO THE FORM. 

A. I BELIEVE SO. I DON'T SPEC I F.IC ALL' 

V 1 

IECALL > BUT I BELIEVE THEY WERE RELATED. 

Q. THE NEXT ITEM IN YOUR NOTE SAYS, 5 

’MAJOR CONCERNS NEED TO GO FAST." WAS THAT A MAJOR 
ONCERN OF BROWN 8. WILLIAMSON? 
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IT WAS A MAJOR CONCERN OR -- 


JIM NELSON. 


DO YOU KNOL) WHY? 


THE REASON THAT HE THOUGHT THAT IT WA 


NECESSARY TO DO SOMETHING QUICKLY WAS -- IF MEMORY 
SERVES ME'-- THIS WAS AFTER THE TIME WHEN LIGGETT 
INCREASED THEIR SELLING PRICE. 

Q. WHY WOULD THAT — WHY DID MR. NELSON 

5AY THAT THAT WAS -THE REASON HE WANTED TO GO FAST ? 

A. HE FELT THAT THE G.P.C. SALES WOULD 

:UF“EF IF EROWN g. WILLIAMSON DID NOT ALSO INCREASE FRIC 
IF WE WERE GOING TO SELL G=C CIGARETTES. 


ANSWER > PLEASE' 


THE RECORD.) 


COULD YOU READ BACK MR. HEGER"5 


WHEREUPON, THE RE D OPTEP THEN READ 


YOU MEAN IF THE GRC C;:I GARETTES 


MANUFACTURED BY BROUN 5. WILLIAMSON WERE LOWER IN 
SELLING PRICE THAN LIGGETT'S, HE BELIEVED THAT WOULD 
ADVERSELY AFFECT GPC SALES? 

MR. KLOTZi OBJECT TO THE FORM. 


A. HE BELIEVED THAT THE BROWN 8. 

WILLIAMSON GENERICS SOLD AT A LOWER PRICE THAN GPC 
MANUFACTURED BY LIGGETT WOULD DAMAGE THE GPC TRADEMARK'. 
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Q. AND IN FACT BROWN 8. WILLIAMSON DID 

OT RAISE ITS SELLING PRICE TO THE PRICE LIGGETT HAD 
AISED ITS SELLING PRICE: CORRECT 7 
A. CORRECT. 

Q. SO THAT MADE THE BROWN l WILLIAMSON 


6 SELLING PRICE MORE ATTRACTIVE TO MR. NELSON 7 

7 | MR. KLOTZ: OBJEC T TO THE FORM. 

B ! Q . I J LL REPHRASE IT . 

9 ; THE FACT THAT THE BROWN 8. WILLIAMSON 

D j SELLING PRICE. LIST PRICE WAS LESS THAN LIGGETT'S W.AS 

t 

.1 ; SOMETHING THAT MR. NElSON ON BEHALF OF GPC CONSIDERED 

.2 : ATTRACTIVE IN DECIDING WHETHER TO HAVE BROWN l 

.3 I WILLIAMSON MANUF AC T LiR E GPC C I GARETTES 7 

.A A. HE FELT THAT IF SOMETHING DID NO T 

L5 i HAFPEN RATHER QUICKLY AND "HERE WAS NO AGREEMENT 

.6 I BETWEEN GPC AND BROWN 8. WILLIAMSON. THAT IT ijaS A 

17 I PROBLEM FOR GPC WITH BROWN 8. WILLIAMSON HAVING A LOWER 


PRICE THAN L8.M 


WOULD DECREASE' 


AND THAT'S BECAUSE THE SALES OF GPC 


A. YES. ... 

Q. AND IF MR. NELSON COULD DO THE DEAL 

FAST ON BEHALF OF GPC WITH BROWN & WILLIAMSON HE HOPEI 

I TO BE ABLE TO AVOID THAT DECREASE IN GPC SALES" 

A. YES. 
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(DISCUSSION OFF THE RECORD.} 


THE NOTES THAT YOU PREPARES WHICH APE 


DATED JUNE 20. 1985. THAT SHOW TOPICS FOP DISCUSSION 


WITH HP. SANDEFUR? 


YES . 


DID YOU IN FACT HAVE A DISCUSSION 


WITH HR. SANDEFUR ABOUT THOSE TOPICS? 


WAS ANYBODY ELSE PRESENT" 


10 U 


ISCUSSION' 


UUNE THE 21 S' 


DO YOU RECALL WHEN YOU HAD THAT 


IT WAP EITHER ON JUNE THE DOTH OR 


OKAY. WOULD YOU PLEASE READ YOUR 


NOTES ENTITLED. "TOPICS FOR DISCUSSION"? 

A. JUST A QUESTION. IF YOU WANT ALL THIS 

IN THE RECORD COULD SHE JUST TYPE FRQH .HERE 7 THEY SERt 
VERY LEGIBLE OR DO YOU HAVE TROUBLE READING THIS? 

HR. KLO TZ ■ HE DOESN'T HAVE ANY 


21 i TROUBLE READING IT. HE ; S TRYING TO KILL TIHE BUT GO 


AHEAD AND READ IT IN THE RECORD. 


23 j HR. TOPMAN: COHE ON. HAPTY, WHY DON'T 

24 j YOU AT LEAST LET HE RESPOND TO HP. HEGER'S SUGGESTION" 

25 i HR. KLOTZ: I FIND THIS OFFENSIVE. HE 
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: OBVIOUSLY DOES AS WELL. YOU'VE GOT THE CHIEF FINANCIAL 

| 

i OFFICER OF THIS COMPANY HERE FOR 2 DAYS■9D PERCENT OF 
^HE TIME GOING OVER TRIVIA ANO ASKING HIM TO ADC UP 
NUMBERS- AND NOU YOU'RE HAVING HIM READ SOMETHINGHE 
SAID’HE WROTE THAT NEITHER YOU NOR I NOR HE NOR THE 
REPORTER NOR ANYBODY ELSE HAS DIFFICULTY READING. AND I 

j 

i 

| THINK YOU X R E OBVIOUSLY JUST POSTURING. 

MR. TOPMAN- ARE YOU DONE ? 

MR. KLOTZ: YES. I'M DONE. 

j 

Q. I DON'T BEL I EVE THE NOTES ARE AS Ci-EAP 

AS YOU UOU_D LIKE THEM TO BE- AND I THINK IF YOU READ 
THE NOTES THAT MR. HEGcR HAS HERE EVEN HE SAID HE 
COULDN'T READ SOME OF THEM. 

THE WITNESS- WE'RE TALKING ABOUT JUNE 

DOTH' 

MR. K L 0 r 7 : WE'RE "ALKING ABOUT THE 

SPECIFIC PAGES YOU POINTED TO. 


MR. TOPMAN: LET'S JUST NOT MAKE THE 


; CHARACTERIZATION. OKAY? 


MR. KLOTZ: I'LL MAKE THE 


CHARACTERIZATIONS WHEN I WANT TO. 


WHAT I WOULD BE WILLING TO DO. MR. 


HEGER -- 


YES . 


-- IS TO HAVE THE REPORTER FOLLOW YOUR 
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SUGGESTION. PROVIDED THAT TO THE EXTENT 5H£ IS INCOPPECT 

IN UHAT SHE TYPES THAT YOU WILL CORRECT IT TO CONFORM TO 


tPHE notes 


FINE 


OKAY . 


NEW B8.W GENERIC BUSINESS 


MANUFACTURING CONSTRAINTS (1985 8. 


(SCHEDULE .*) 


9 ; 1 98£ . 

.0 >3, CURRENT GRC POSITIONS. 

11 “ 2 - MAJOR CONCESSION. UE FAY 

.2 ^ REBATES 8. DISCOUNTS. B8.W SAVES .10-. 15 PER CARTON. AOX 

[ 3 | IE IN LOWEST VOLUME CATEGORY. ONE CUSTOMER IS HIGHEST 

.A ; FLEMING. 

.5 “ 1 - WANTS TO SIGN BADLY. WILL 

16 ; NEGOTIATE. 

. 7 : " - lcGAL POSITIONS. 

te " - trademark (earnie). 

I 

.9 j " - EXCLUSIVITY - CONFUSED. 

i ' 

10 " - BACK-UP PLAN. 

1 1 " - PURCHASE OF TRADEMARK DISCUSSION. 

12 "2 > - ROYALTY $.21 - .16 - .11. 

13 "2. 80r. FLOOR. 

2 A | "2 - INFLATION ADJUSTMENTS IN SIXTH 

IS ! YEAR. 

i 
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"Ai MARKETING REASON FOP G = C 


AGREEMENT (EQUITY) . 


"5 > FINANCIAL POSITION (B&U/GPC). 


»k>, RAY PRITCHARD CONCERNS. 


OUP FAVOR. 


" - PETERSBURG. 


" - FIELD SALES FORCE TIME 


" - H.O. MANAGEMENT TIME 


" - PRICING STRATEGY - NO RUSH - ALL 


’HOUGHT GPC DID ALL THE 


TOO LUCRATIVE FOR GPC. 


- EQUITY ONLY AT PARITY PRICING 


DON'T LIKE GUARANTEES. 


PRIORITIES. 


- FRIGON 


PARAGRAPH 2 SEEMS TO SA V 


'MANUFACTUP ING CONSTRAINTS I9SS AND 1 93:6 “ 1 


YES . 


TO UHAT UERE YOU REFERRING 9 


I U AS REFERRING TO THE CLOSUR.E OF 


'ETERSBURG AND UHAT POSSIBLE PROBLEMS UE MAY HAVE 
ABSORBING THE GPC MANUFACTURE. 


AND DID YOU FORESEE PROBLEMS IN THA^,, 


REGARD 9 
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A. I FELT THERE WAS . JT WAS CFi=TAINi_v 

SOMETHING THAT NEEDED DISCUSSION. 

^ 0. AND IN FACT WHEN YOU BROUGHT ON GPC 

TO BE MANUFACTURED BY BROUN 8. WILLIAMSON, DID YOU KEEP 
PETERSBURG AVAILABLE SO THAT YOU COULD HAVE SOME OF THE 
BRANDED PRODUCT THAT HAD BEEN MANUFACTURED AT MACON 
MOVED AND -MANUFACTURED AT PETERSBURG SO THAT THERE UC'Ji-D 
BE ROOM FOR MANUFACTURING OF THE G?C LABEL AT MAC ON? 

A. IN THE — 

.MR. K LOTZ : OBJECT TO THE FORM. 

A. IN THE AUGUST, SEPTEMBER, OCTOBER TIME 

FRAME THERE WAS SOME SHIFTING AROUND OF MANUFACTURE BUT 
PETERSBURG WAS CLOSED ON "SCHEDULE . 

Q. OKAY. MY QUESTION THOUGH WAS THAT BY 

TAKING ON THE GPC MANUFACTURING, DID YOU HAVE TO SHIFT 
FOR SOME PEP I CD OF TIME BECAUSE OF CAFACI'Y QUESTIONS AT 
MACON, BRANDED PRODUCTION BACK TO MACON PLANT -- TO THE 
PETERSBURG PLANT? 

A. I BELIEVE UE DID. 

Q. IN PARAGRAPH 3 SUE 1, THERE IS A 

SENTENCE THAT ENDS APPARENTLY IN THE WORD FLEMING? 


22 

A . 

YES . 


23 

0- 

WOULD YOU READ THAT, 

PLEASE? 

24 : 

A . 

THE WHOLE SENTENCE? . 


25 

G . 

NO, JUS T THE SENTENC 

E ENDING 


THOMPSON i 

COULTER, GETTELFINGER 
<5C2) 552-1627 

8. PATEN 


ttp://legacyJibrary.ucsf,e®aftiol)fechO?aQGWp«Mv,industrydocuments.ucsf.edu/docs/mfxl0001 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


FLEMING 


”ONE CUSTOMER IN HIGHEST FLEMING. 


YES . 


LIHAT DOES THAT REFER TO? 


THIS UAS UHAT JIM NELSON HAD TOLD ME 


"HAT THERE WERE NO LEGAL PROBLEMS AS FAR AS GPC UAS 


CONCERNED 


ONTRACT 7 


YOU MEAN TERMINATING THE LIGGETT 


THE NEXT LINE THERE SAYS. "TRADEMARK" 


AND THEN THERE IS A LORD IN PARENTHESES' 


UHAT DOES THAT SAY' 


A . EARNIE. 

Q. SKIPPING ONE LINE THE NEXT WORD SAY?. 

"BACK SOMETHING PLAN" 1 ? 

| 

A. "BACK-UP PLAN." ’ 

0. UHAT DOES THAT REFER TO 7 

_ 

i 

A. THIS UAS A CONCERN OF GPC THAT THERE 

UOULD BE A BACK-UP PLAN IN SOME REGARD THAT I C.ANNOT 

| RECALL. 

; « 

! , Q. SKIPPING DOUN 2 MORE LINES IN YOUR 

! 

j \i 0 T E 5 IT SAYS 80 PERCENT AND UHA T 'S THE NEX T -- 
A. FLOOR . 
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WHAT DOES THAT REFER TO' 


I BELIEVE THAT OJAS THAT THE GUARANTEE 


*EING DISCUSSED AT THAT TIME WOULD BE BASED ON BROUN g. 
JILLIAMSON IF AN AGREEMENT WERE TO BE MADE. 

1ANUFACTURING AT LEAST 80 PERCENT OF UHAT THEIR CURREN’ 
VOLUME WAS WITH LIGGETT. 

Qr OKAY. THAT‘S NOT TO SUGGEST, IS IT. 

‘HAT SOMEBODY ELSE WOULD MANUFACTURE GPC CIGARETTES'? 


IS IT, RIGHT 1 ? I MEAN, BROWN 8. 


WILLIAMSON WAS GOING TO MANUFACTURE WHATEVER GPC 
CIGARETTES WERE GOING TO EE MANUFACTURED 7 


YES . 


PARAGRAPH 6 BAYS, "RAY FRITCHASD 


:oncerns. 


AND T HE FIRST ONE IS PETERSBURG' 


RIGHT. 


WHAT DOES THAT MEAN' 


A. HE WANTED TO CLOSE PETERSBURG ON 

SCHEDULE . 


AND HE WA5 CONCERNED THIS MIGHT 


/CREATE A PROBLEM' 


AND THAT'S BECAUSE OF THE MAKING 
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££ 

:APAC ITY QUESTION'’ 

A. YES. NOT EXACTLY THE-MAKING CAPACITY, 

J>T WAS THE MOVEMENT OF INTERNATIONAL TO MACON AND AL- 
[THE PROBLEMS ASSOCIATED WITH IT. 

0. YOU MEAN THE GPC BEING MANUFACTURED A - 

MACON WOULD TAKE UP CAPACITY THAT WOULD OTHERWISE HAVE 
GONE TO INTERNATIONAL? 

A. ADDED PROBLEMS WITH MANUFACTURE WITH 

EVERYTHING THEY HAD ON THEIR P L AT E IN TRYING TO MOVE A 
[CERTAIN BEST AT THAT TIME THAT THIS WOULD COMPLICATE IT. 


1 1 

i 

G . 

THE NEXT LINE ITEM SAYS, "FIELD SALES 

* -> 

X t- 

1 FORCE" 

AND WHAT 

J S THE NEXT WORD 7 

1 3 


A . 

"TIME. '' 

: u 

i 

0 . 

W HA T DOES THAT MEAN 7 

1 5 

1 

1 

A . 

THAT MEANS THAT HE WAS CONCERNED THA" 


P’HIS MAY TAKE UP FIELD SALES FORCE TIME. 

C. AND 15 THAT THE SAME CONCEPT WHERE YOI 

WROTE H.O. MANAGEMENT TIME" 

A. YES. 

Q. ON THE NEXT LINE 7 

A. YES. 

Q. THE NEXT LINE SAYS, "PRICING STRATEGY 

■ NO RUSH - ALL OUT FAVOR"; CORRECT? 

A. YES. 

Q. THAT WAS THE CONVERSE C p MP. NELSON S 

THOMPSON, COULTER, GETTELF INGER 8, PATEN 
( 502 ) 582-1627 
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1 CONCERN ABOUT THE DISPARITY IN SELLING PRICE BETWEEN 

2 LIGGETT AND BROUN & WILLIAMSON; CORRECT'’ 

3 A. YES. 

4. Q. SKIPPING DOWN 2 LINES IT SAYS 2 AND 

5 UHAT ‘ S THE NEXT WORD'’ 

"LUCRATIVE." 

FOR GPC 7 

8 | A. ^ YES. 

I 

9 ! Q. NEXT LINE SKIPPING ONE MOPE LINE DOWN- 

i 

i 

ID IT SAYS- "DON’T LIKE GUARANTEE." 


11 

A . 

YES . 




12 

Q . 

THAT ■’ S 

A 

PEFE 

FENCE TO THE 5-YEAP TERN' 

13 

A . 

YES . 

- 



14 

0 . 

THAT’S 

IN 

THE 

CONTRACT AS EXECUTED 1 

15 

A . 

CONTRA 

C T 

WAS 

NOT WRITTEN AT THIS TIME. 

16 

Q . 

£ I L3 H T ) 

BU 

T I 

MEAN YOU WERE DISCUSSING 


17 A GUARANTEE WHICH EVOLVED IN THE CONTRACT INTO A 5-YEAP 
IB | TERM 1 

19 A. YES. 

2D . Q. AFTER YOUP MEETING WITH MR. SANDEFUR 

21 AT WHICH YOU DISCUSSED THESE TOPICS FOR DISCUSS.ION -- 

22 / A. YES. 

23 0. — THAT ARE IN YOUR NOTES. WHAT STEPS 

24 HAPPENED NEXT WHICH TO THE EVENTUAL EXECUTION OF THE GP.C 

BROWN 8. WILLIAMSON CONTRACT THAT YOU’VE IDENTIFIED 1 

THOMPSON. COULTER. GETTELFINGER % PATEN 
(5D2) 582-1627 
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3 

4 

5 

6 


A . 


THERE WERE MORE PHONE CALLS BETWEEN 


JIM NELSON AND M YSELF AND THEN ANOTHER MEETING WITH J 


$ELSON AT BROWN 8. WILLIAMSON IN LOUISVILLE. 


0 . 
A . 


AND WHO ATTENDED THAT MEETING' 


MYSELF. MR, SANDEFUR. I'M SURF PRO PLE 
FROM OUR LAW DEPARTMENT . RUT T ' M NIPT SURF WHO 


7 

SPEC IFICALtY 

WAS 

THERE. 

3 

Q . 


AND WHO WAS THERE ON BEHALF OF GPC? 

9 

A . 

" 

MR. NELSON. 

10 

0. 


HOW LONG DID THAT MEETING LAST 7 

1 1 ! 

A. 


APPROXIMATELY AN HOUR. 

17 

0 . 


DO YOU RECALL THE DISCUSSION? 

13 

A . 


YES. PARTS OF IT. WE NEGOTIATED' THE 

14 

LICENSING FEE 

AND 

WE NEGOTIATED OTHER PARTS OF THE 

15 

Guarantee AND 

DEC 

IDED THAT WE WOULD START DRAFTING A 

1 h 

CONTRACT. 



j 

l 7 

Q . 


DURING THAT MEETING DID MR. NELSON 

16 

i 

CALL MR. PEAS 

E AT 

ALL ? 

1 9 

A . 


I DON'T RECALL. 

20 

0 . 


LET'S MARK THIS AS^HEGE^^^F0R 

r> i i 

i- ± 

IDENTIFICATION. 


22 



(WHEREUPON. HEGER DEPOSITION EXHIBIT 

23 

4e WAS MARKED 

FOR 

IDENTIFICATION.) 9 

24 

A . 


YES . 

’ -A 

25 

Q . 


CAN YOU IDENTIFY THAT, SIR? 

i 

i 

| 

THOMPS 

ON , 

COULTER. GETTELFINGER 8. PATEN 
(502) 532-1627 

-—____- fi-A A. _Q Aft 
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A. YES. 

Q. WHAT IS IT? 

A A. THAT'S THE CORPORATE PLAN THAT WAS 

WRITTEN IN THE FALL OF 1985 F OR 1 986. 1986 TO 1990, 

0. FOR BROWN 8, WILLI AMBON” 

A. YES. 

G.* po YOU RECALL WHETHER IN THE SUMNER n- 

198A IT WAS REQUESTED BY MR. PEBBELS THAT ALL WRITTEN 

MATERIALS D EALING IN- ANY -WAY Ui-TH G£AIER 1£ CIGARETTES 
I ‘ ’ 

j MU5T FIRST BE. REVIEWED_ WITH BART_FREEDMAN 7 

! MR. K LOTZ * OBJECT. AND LET ME HAVE A 

| MINUTE TO THINK ABOUT THAT. OBJECT TO THE FORM AHEAD 
! AND ANSWER. 

A . NO- I DON' T _R££AiO, - 


* c. 

* —• 


Q . 


OK 

AY. I'M 

NOT GOING TO 

MARK 

THE 

REST 

i 

1 

16 

part o c 

WHICH 

I S 

Cl M 

EMORANDUM 

THAT YOU 01 

SCUSSE 

0 ON 

THE 

17 

t 




< D 

I SC US El ON 

OFF THE REC 

ORD . ) 



18 


Q . 


LE 

’ ME SHOW 

YOU 2 PAGES 

STAMP 

NUM 

BER 

19 

251e56 

AND -- 

SOR 

RY . 

ONE PAGE 

2518567 




20 




MR 

. KLOTZi 

IS THIS MAR 

K E" D 7 



21 


Q . 


I T 

'S GOING 

TO BE. 


-- 


22 

^49^JAS 



(WHEREUPON < 

^EGER o’ePOS 

IT ION 

EXH I 

bTt^ 

23 , 

MARKED 

FOR 

IDENTIFICAT 

ION. ) 




24 


A . 


OK 

AY . 





25 


0 . 


D I 

D YOU REC 

EIVE A COPY 

OF THA 

T 
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DOCUMENT' 


» 0. AND DIRECTING YOUR ATTENTION TO THE 

SECOND PARAGRAPH? 

A. YES. 

0. DOES THAT REFRESH YOUR RECOLLECT I ON 7 

a;' yes. 

I Q. THAT IN CONNECTION WITH A GATHERING 

F INFORMATION FOR THE LITIGATION UITH LIGGETT 8. MYERS 
GAINST BROUN 8 U I-L L I A M S 0 N ALL WRITTEN MATERIALS DEALING 
N ANY UAY UITH GENERIC CIGARETTES MUST BE REVIEUED 6 V 
AR~ FREEDMAN 7 


0. AND AS PART OF THOSE INSTRUCTIONS 

; T-iERE APE ALSO TO MARK AT THE T0° OF EACH PAGE THE 

| N NATION THAT IT LIAS > "PRIVILEGED - INFORMATION PREPARED 

i 

! F DP USE OF AND AT THE REQUEST OF COUNSEL." 

A. YES. r , 

| Q. AND UAS IT YOUR UNDERSTANDING BY 50 

| f'ARKING THOSE DOCUMENTS THEY UOULD NOT BE SUBJECT TO 

I 

I I ISCOVERY IN THIS LAUSUIT 7 


MR. KLOTZ ! OBJECT TO THE FORM. 
NO > I DON'T RECALL THAT. 


LET ME SHOU YOU A DOCUMENT MARKED 


HEGER EXHIBIT SO >0R IDENTIFICATION. 


THOMPSON. COULTER. GETTELFINGER 8 PATEN 
<502) 582*1627 


6 24 


ttp://legacy.library.ucsf.e8ottial)fecW?HQ(Wp#/.industrydoeuments.ucsf.edu/docs/mfxl0001 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


(WHEREUPON. HEGER DEPOSITION EXHIBIT 


50 WAS MARKED FOR IDENTIFICATION.) 


OKAY . 


HAVE YOU SEEN THAT DOCUMENT BEFORE? 


I SEE I WAS GIVEN A COPY OF IT. I 


DON'T RECALL THE DOCUMENT. SORRY. 

0 THE HANDWRITTEN NOTATION ON THE 
RIGHT-HAND SIDE IS MR. BACON'S HANDWRIT I NG 7 
A. YES. IT IS. 


IMR. KLOTZ: THIS IS A DOCUMENT THAT I 

juiLL SAY, AT LEAST AS TO THE HANDWRITTEN PORTION. WAS 
PRODUCED INADVERTENTLY JUST SEVERAL DAYS AGO. THE 


j .CONVERSATION THAT J HAD WITH MR. BARKER AND MR. 

i ! 

'JRASMUSSEN OF YOUR OFFICE CONCERNED A GROUP OF DOCUMENTS 


THAT WERE PRODUCED THEN, AND I'M GOING TO ASK YOU NO 
ASK ANY QUESTIONS, YOU CAN ASK WHATEVER QUESTIONS -- 


MR. TOPMANi YOU'RE GOING TO INSTRUCT 


HIM NOT TO ANSWER 7 

MR. KLOTZ: I'M GOING TO INSTRUCT HIM 

NOT TO ANSWER ABOUT THE HANDWRITTEN PORTION OF THE 
DOCUMENT. IT SHOWS ON ITS FACE IT'S A COMMUNICATION TO 
MR. FREEDMAN. 

MR. TOPMAN: YOU ARE INSTRUCTING HIM 

ON THE GROUNDS THE COMMUNICATION IS COVERED BY THE 

ATTORNEY CLIENT PRIVILEGE THOUGH' 7 

THOMPSON, COULTER, GETTELFINGER 8. PATEN 
(502) 562-1627 
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PRODUCT. 


MR. KLOTZ • ATTORNEY CLIENT OR WORK 


MR. TOPMAN: WELL. IT'S NOT WORTH 


BELABORING. YOU KNOW THERE IS A WAIVER ARGUMENT BUT 


IT'S LATE. 


MR. K LOTZi I UNDERSTAND WHAT THE -- 
^ MR. TOPMAN: SO WITHOUT PREJUDICE TC 

MAKING THAT ARGUMENT. 1 WILL NOT PRESS IT ANY FURTHER. 

THANK YOU- MR. HEGER. 

'THE ONLY THING I NEED TO SAY IS THAT I 
LEAVE THE DEPOSITION OPEN BECAUSE IN MY VIEW THERE ARE 
STILL OUTSTANDING DOCUMENTS. 

MR. K L 0 T 2 YOU HAVE Mv VIEW ON THE 

QUESTION ON WHETHER THERE ARE OUTSTANDING DOCUMENTS. 




(WHEREUPON. THE DE=OSI~ICN WAS THEN 
CONCLUDED AT THE HOUR OF 6:30 P.M.) 


THOMPSON, COULTER, GETTElFINGER 8. PATEN 
(502) 562-1627 
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097 

I 

—• 1. THE UNDERSIGNED. CARL HEGER• DC HEREBY 

CERTIFY THAT I HAVE READ THE FOREGOING DEPOSITION AND 
THAT, TO THE BEST OF MY KNOWLEDGE > SAID DEPOSITION IS 
TRUE" AND ACCURATE (WITH THE EXCEPTION OF THE FOLLOWING 
CORRECTIONS LISTED BELOW)i 
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V* 

STATE OF _ 

V. * 

COUNTY OF _ 

BEFORE ME. THE UNDERSIGNED NOTARY PUBLIC WITHIN 

AND FOP ThI ABOVE-NAMED COUNTY AND STATE, ON THE _ 

DAY OF , 1986,, PERSONALLY APPEARED 

- 3 - 

! C AR i_ HEGEP AND ACKNOWLEDGED THE EXECUTION OF THE 

j 

FOREGOING DOCUMENT 7 

MY COMMISSION EXPIRES _ 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


S^ATE OF KENTUCKY 
COUNTY OP JEFFERSON 

UE > CATHERINE M. PATEN AND ALICE TANNENBAUM. 
NOTARY PUBLICS UITHIN AND FOR THE STATE AT LARGE 
AFORESAID- DO HEREBY CEP T I C Y THAT THE FOREDOING IS A 
| TRUE. CORRECT A,ND COMPLETE TR ANSCRIP T Qf THE DEPOSITION 

| OP CARL POEDER. TAKEN A' THE TIME AND PLACE SE T OUT IN 

i 

THE CAP T I 0N > INCLUDING OBJECTIONS AND REMARKS 0- 
COUNSEL s THAT THE DEPOSITION LAS TAKEN PURSUANT TO 

NOTICE; THAT THE SAID witness was duly 5U0PN BEFORE 

0 

GIVING HIS 0E=05I T I0N: "HAT T HE AP P EAPA NO ES UEPE AS =E~ 

! GUT IN THE CAP"ION HEREOF: THAT THE SAID DE=OSIT:CN LAE 
' TAKEN DOWN BY US IN S'EKO TV =Y AND AFTEPUAPDS TRANSCRIBED 
| ON A COMPUTEP UNDER 0U= DIRECTION; THAT A RECUEST LAE 

| MADE BY COUNSEL THAT THE DEPOSITION BE SUBMITTED TO ~HE 

| 

| UI"NESS POP READING AND SIGNATURE. " 

I FURTHER CERTIFY THAT UE APE NEITHER ATTORNEY 
OR COUNSEL FOR > NOR RELATED TO OP EMPLOYED BY ANY OP T HE 
PARTIES TO THE ACTION IN UHICH THIS DEPOSITION T-S TAKEN. 

AND FURTHER; THAT UE ARE NOT A RELATIVE OR EMPLOYEE O c 

0 

ANY ATTORNEY OR COUNSEL EMPLOYED BY THE PARTIES HERETO' 
OR FINANCIALLY INTEPES’ED IN THE ACTION. ■.> 

GIVEN UNDER MY HAND AS NOTARY AFORESAID. THIS 

624 20879 
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THE 25TH DAY OF AUGUST. i9S£. 

^ MY COMMISSION EXPIRES APRIL 2. 1967 


CATHERINE M. PATEN. C.P., C.M. 
COURT REPORTER AND NOTARY PUBLIC 
STATE OF KENTUCKY AT LARGE 


ALICE TANNENEA'JM, C.P.. C.M. 
_COUP T REPORTER AND NOTARY PUBLIC 
'STATE OF KENTUCKY AT LARGE 



'jl 
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